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TUESDAY, AUGUST 5, 1958 


Congress oF THE Untrep States, 
Jornt Commirrrse on Atomic ENERGY, 
Washington, D.C. 

The Joint Committee on Atomic Energy met, pursuant to call, at 
2 p. m, in the committee room, the Capitol, Hon. Carl T. Durham 
(chairman) presiding. 

Present were: Representatives Carl T. Durham, Chet Holifield, 
Melvin Price, Wayne N. Aspinall, James E. Van Zandt, James T. 
Patterson, and Craig Hosmer; Senators Clinton P. Anderson, John 
O. Pastore, Henry M. Jackson, William F. Knowland, Bourke B. 
Hickenlooper, John W. Bricker, and Henry C. Dworshak. 

Also present: James T. Ramey, executive director; John T. Con- 
way, assistant director; David R. Toll, staff counsel; and George E. 
Brown, Jr., Joint C ommittee on Atomic Energy. 

Committee consultants present: Dr. Henry deWolf Smyth, Capt. 
N. R. Nelson, and Cmdr. Edward Bauser. 

Representatives of the Department of State: Hon. C. Douglas Dil- 
lon, Deputy Under Secretary of State for Economic Affairs; J. Robert 
Schaetzel, officer in charge of Peaceful Uses Section, Office of Special 
Assistant to the Secretary for Disarmament and Atomic Energy; 
Stanley D. Metzger, Assistant Legal Adviser for Economic Affairs. 

Representatives of the Atomic E tnergy Commission: Hon. John F. 
Floberg and Harold S. Vance, Commissioners; Dr. Frank K. Pittman, 
Director, Office of Industrial Development; and Edwin E. Ferguson, 
Deputy General Counsel. 

‘hairman Durnam. The committee will come to order. 

Mr. Secretary, you may proceed. 

(Discussion off the record. ) 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Secretary Druton. As to what we need at present, which I under- 
stand your question to be, to keep this program going and to keep 
adequate momentum so that this opportunity is not lost, I think that 
is quite clear both in past history and in the negotiations that the 
Euratom arrangements are appealing to the people of European coun- 
tries and this is what we have heard from Euratom representatives 
themselves. 

There is, as you all know, I think a strong drive in Europe to get 
this power program under way. They think it will begin to show some 
glimmering of developing into something that will relieve them from 
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too much dependence on Middle Eastern oil which they are very con- 
scious of. I think it is perfectly clear they are going to go ahead with 
this whatever the United States decides to do now. The real question 
is will they go ahead in this framework, which means largely with 
American type 1 eactors that would be of benefit to the United States 
or will they go in another way which has a certain attraction to them 
on account of the fact that they would not have to depend on the 
United States for their fuel. 

What we need to keep this going is adequate assurance, I think, to 
the Euratom countries that the United States is prepared to go ahead 
with a program of this nature. What would that assurance be? I 
think it would be first naturally the 124 agreement 

Representative VAN ZAnpr. The what ? 

Secretary Ditton. The 124 agreement—— 

Senator ANpERsoN. Page 13, in other words, of this little pamphlet. 

Secretary Ditxon. I think in addition that we would need to enact 
the principles contained in the draft legislation and articles III 
through VII. As to the exact amount of money contained therein, Mr. 
Floberg of the AEC has some suggestions which might make this 
thing more attractive to you gentlemen. It might make it seem better 
at this stage, but the princ iples contained therein—the fact that we 
were prepared to enter into a program which would guarantee fuel 
cycle costs, the fact that we are prepared to look toward a large scale 
joint research program, the fact that we are prepared to buy plu- 
tonium from them, and that we are prepared to process their fuel— 
those things I think would have to be accomplished. That is for two 
reasons. That is to keep them moving ahead and also to create a 
framework under which the Export- Import Bank could proceed with 

negotiations for a definite loan agreement. 

Senator Anprerson. Right there. This Export-Import Bank doesn’t 
have a thing to do with this legislation. 

Secretary Ditton. No,sir. I didn’t say it did. 

Senator Anperson. Why did you say it became the framework 
under which they could proceed ? 

Secretary Ditton. Quite frankly none of the European utility com- 
panies are going to go to the expense to provide detailed information 
that is needed | by the Export- Import Bank before they will be willing 
to make a loan—before they think it is a sound loan—unless they know 
this general framework is agreeable to the United States. 

Senator ANnvERson. Do you know, Mr. Secretary, that the Board 
of Directors of the Export- Import Bank have no application of any 
kind pending before them? There has never been a discussion of 
security behind the loan? There has never been a discussion of the 
loan or what type of loan it would be. There was a little discussion 
about interest rate, and you said there was agreement, but a representa- 
tive of Euratom said that there wasn’t. Therefore you have abso- 
ultely nothing that the Export-Import Bank has done. I don’t know 
why this would be essential to it. 

Secret tary Diton. I think what I was trying to say, Senator, is 
that I don’t think they will do anything until this framework is cre- 
ated so that the European utility companies can come to them and 
work out with them a definite program based on definite plans which 
I feel approval of these provisions are essential to provide. 








PROPOSED EURATOM AGREEMENTS 407 


Certainly the detailed agreement for cooperation can be held off 
until next year. If we don't approve this legislation, I am sure when 
we come up in January the chances are very slim that the Export- 
Import Bank would be much further advanced than they are today. 
If we do have the legislation, I am sure by that time the Export- 
Import Bank will be here with a definite program of their own show- 
ing what the security is, what is pledged, and so forth. 

Senator Anperson. Are you familiar with the President’s state- 
ment? Didn’t he refer to the Export-Import Bank in that ? 

Secretary Ditton. Yes, sir; he did and the Export-Import Bank 
have agreed in principle that subject to getting adequate security and 
being assured this is a sound loan and all the other terms that go with 
their loans, that they will loan up to—I don’t even know what the 
amount is until they plan these things out in greater detail in Europe— 
up to $135 million and they have a gener al agreement despite what 
anyone else has said on 414-percent interest rate and general agree- 
ment on terms of years—that would be about 20 years. 

Senator Anperson. The testimony is just contrary to that. Mr. 
Stanbaugh was here and said he had not agreed in principle on a single 
thing; that they had agreed to consider such a loan. Do you have other 
information / 

Secretary Ditton. If they agree to consider a loan at 414 percent 
to 20 years, I think that is a way of saying what I was trying to express. 
I defer to him on that. 

Chairman Durnuam. In effect, you are saying, Mr. Secretary, that 
the passage of the resolution will not do the job. “Tt will not permit you 
to go ahead and carry out the Euratom program. 

Secretary Ditton. That is right. 

Chairman Durtam. You want the legislation as well. 

Secretary Ditton. Not exactly in this form. That is what I was 
saying. We may be able, if there are certain things in this form that 
your committee feels implies too much, Mr. F loberg has some sugges- 
tions and the commitment might be made less. That is exactly what we 
are saying. On that there is no difference between ourselves and the 
Export-Import Bank on what was decided and what was not. This is 
really a question of terms of art. The agreement was that they would 
consider a loan of that type. That is probably the proper language— 
the language they use. 

Chairman Durnam. This international agreement goes a pretty long 
way down the road in the way of a commitment. I am not a “Phila- 
delphia lawyer,” but it seems to me that the situation has been brought 
about here by the del: ay in getting this to us. This afternoon we are 
voting on extending the debt limit. We figure the situation is just 
almost insurmountable in the House. I have said all along that I am 
for this type of an agreement if we can work it out. We face a situa- 
tion—and let’s be realistic about it—with the mood the House is in 
today. If this is turned down, what kind of a situation would it 
create’ I think it would be disastrous. 

Secretary Ditton. It would be very serious; yes, sir. I think if we 
do not go far enough the end result will be the same. The Europeans 
will go off on their own and we will not have a Euratom program. 

Senator Anperson. You say if we pass appendix B of this inter- 
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national agreement and do not pass the House bill 13119 or S. 4407, 
that the Europeans will go off on their own ? 

Secretary Ditton. That is our opinion. This is on page 29, appen- 
dix E, the draft bill here; something of that nature. I left out sec- 
tion 8 because that is where we asked for the 30- day waiver on the 
section 123 agreement. I think if you have the rest of that, there is 
no reason to have that. We can get by without it. The E uropeans 
will be disappointed, but I think it can be explained to them that the 
committee of Congress has approved the general idea here and they 
would have to w ait and see detailed agreements, aand that would be 
done in regular course. 

Mr. Ramey. Would it include the $50 million and the $90 million? 

Secretary Ditton. Mr. Floberg has some suggestions to make which 
might make that more palatable, and I would like him to speak to 
that, if you wish him to doso. 

Senator Pastore. Before we proceed any further, I think we ought 
to have the testimony of Mr. Floberg. Otherwise, we are just debat- 
ing in a vacuum here. 

Chairman Durnam. Allright. Mr. Floberg. 


STATEMENT OF JOHN F. FLOBERG, COMMISSIONER, ATOMIC 
ENERGY COMMISSION 


Mr. Frosere. I think I agree with Mr. Dillon, Mr. Chairman, that 
we need the principles of this bill enacted into law in order to get the 
thing rolling. I havea couple of suggestions here. 

If — dollar figures are going to be the stumbling block in the 
bill, I am in no position to “adjudicate that. You gentlemen are. 
But if the dollar figures in here are the problem with the enactment of 
this bill, I would like to suggest that in section 3 where the expendi- 
ture of the $50 million research and development money is authorized 
that language something along this line be utilized. I will leave this 
to your discretion, but something like the sum of—and here I am 
using the figure that the Appropris itions Committee has already de- 
termined—*the sum of $3 million as the initial 1959 author ization on 
the joint large-scale progr am of research and development.” 

This language could come right at the end of the third line of sec- 
tion A as it is printed in the committee print. My purpose in sug- 
gesting that language is to point out that in the hearings before the 

Appropri iations Committee the other day the Appropriations Com- 
mittee determined, and we agreed, that something like $8 million of 
research-and-development money would be all the money necessary to 
keep the research-and- development program going until Congress 
comes back in January and a reasonable time thereafter, the middle 
of February, say, before business begins to be done in a new Congress. 

The language suggested indicates that this is the initial 1959 allo- 
cation and that it is C ongress’ intention to have a joint large-scale 
program of research and development. 

I would further suggest that in the committee’s report this language 
be explained by saying that the testimony before the committee indi- 

cates that the scale of effort over a 5-year period will be on the level of 
$50 million—or something of that sort—to indicate the committee is 
not unconscious of the program that we are going into. 

That is a suggestion as to section 3. 
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Senator Pastore. Would you be willing to say “provided that the 
amount is matched by a like sum on the part of Euratom” ? 

Mr. Frozerc. No question about that. I would be perfectly willing 
to say that. 

Senator Pastore. You want a proviso that they are going to put up 
their $3 million and we won’t have to put up ours unless they put 
theirs up. 

Mr. Fiozere. I wouldn’t 

Senator Pastore. “Joint effort” wouldn’t necessarily mean the same 
amount of money. ‘They would have to match it by the same amount 
of money. 

Mr. Fiosere. I am matching the whole thing over a period of years. 
I think it is going to come out, , approximately, on a matching basis. I 
don’t think every time somebody puts up a dollar the other fellow—— 

Senator ANpERSoN. Why not? 

Representative Hosmer. Why not? 

Senator Pastore. I think, every time we do, they ought to. 

Mr. Frosere. I think one year we might put up a little more than 
they and the next year they might put up a little more. 

Senator ANDERSON. W hy! 2 

Mr. F.osera. This isn’t going to be signing a check on a joint bank 
account to pay for any particular project. Most of our money will be 
spent in this country in our own research effort, and I suspect that 
most of theirs will be in the various countries, but I am not sure of that. 
I think they will be able to strike a balance here over a period of time, 
but I don’t think we should be put on the basis of a joint bank account 
from which research and development is financed. It would be cum- 
bersome, in my opinion. 

Senator Pastore. We are talking about matching $3 million. 

Mr. Froserc. I thought you meant matching the $50 million all 
the way through the program. 

Senator Pastore. That is not going to be in the bill 

Mr. Foner. 1am sure there would be no problem. 

Representative Van Zanpr. How do you arrive at the $3 million ? 

Mr. Fiopere. This is a $10 million-a-year program. The first year 
it will be slower getting started than it will in other years. I couldn’t 
tell you exactly how much is going to be spent in the first year. I 
would guess $7 million or $8 million. Getting the initial stage under- 
way will be the slowest moving stage of all. “My guess W ould be that 
there could not be over $3 million obligated between now and the time 
the next Congress is ready to do business. 

Representative Price. That is 4 months. 

Mr. Fioserc. No; it is more than that before they are ready to do 
business. 

Representative Price. The middle of February. 

Mr. Fioserc. That is 544 months. 

Chairman Durnam. Didn’t you give us a $2 million figure in the 
beginning? Wasn’t there a $2 million figure somewhere in this? 

Mr. Friosere. For expenditures, Mr. Chairman. I am talking about 
obligation money for research and development. I would say that, by 
the end of 1959, there might be $2 million—I beg y i 
expenditures. I think that is still a _— good figure. Frankly, it is 
an estimate, and it could turn out to be wrong, but I am just trying to 
explain the basis on which the $3 million was suggested. 
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Representative Van Zanpr. Then, Commissioner, you would have 
to ask for the $10 million ? 

Mr. Fvoserc. I would think, if the program is going to be success- 
ful, it would have to be geared up to full low pite ch in a rather short 
order, but I wouldn’t say $10 is the exact figure. 

Chairman Durnam. That would have to come back for authoriza- 
tion by this committee. 

Mr. Frozera. Yes, sir; I would think it would. 

Representative Pricer. It would be over $3 million. 

Senator Pasrorr. That is the way it ought to be. It gives us a 
chance to look at this thing. 

Senator Anperson. Authorized and only appropriated $3 million; 
the Appropriations Committee takes over from here on. 

Mr. Frosere. That is not what I had in mind. I had in mind au- 
thorizing $3 million and making it clear in the bill, as well as in the 
committee report, that it was understood this was the 1959 installment 
on a joint long-range, large-scale research and development program. 

Senator Pastore. Not to exceed $50 million. 

Mr. Fronerc. Not to exceed $50 million in 5 years. 

Representative Van Zanpt. Then next year we would have to take 
another look at it and authorize it, and then the Appropriations Com- 
mittee would take another look. 

Mr. Fioserc. That is right, and you could authorize the balance of 
the $50 million program next year, if you so choose. 

Chairman Durnam. I don’t think so. I think, if we authorized the 
international agreement and commit ourselves to that, this committee 
loses its jurisdiction. 

Senator Anperson. That is right. 

tepresentative Price. Not if you set a limitation. 

Chairman Durnam. That is right. If you set a limitation, you 
don’t. 

Senator Pastore. I think this is a fair proposal, Mr. Chairman. 

Representative Van Zanpr. I do, too. It will kill a lot of the 
attack on the bill. 

Mr. Fioperc. I am tossing this on the table on the assumption this 
dollar figure is part of the problem. 

Senator Pastore. It isn’t alone the dollar figure. It is the idea it 
is long-range authorization for a period of 5 years, which is not a very 
friendly suggestion before the Congress. They like to review these 
things every year. That is the crux of the whole thing, and I think 
it would be a good thing because it would give us an opportunity to 
see how this program is going along. 

Chairman Duruam. The President is very dollar conscious, and 
Congress is, too, at the same time. 

Mr. Fiopnere. I think, today, we are all, Mr. Chairman. 

Senator Jackson. It all depends on what program is being advo- 
cated, however. 

Mr. Froserc. I am suggesting this as a device for making it clear 
the concurrence of the committee and the Congress in a general frame- 
work that has been suggested here. I believe this is the kind of con- 
currence that would permit people to go ahead with planning and to 
go ahead with preparations and to go ‘ahead on a 75- percent scale, in 
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my estimate, as compared to having the full package and all three 
steps, including the agreement for cooperation. 

I have a suggestion as to section 4, Mr. Chairman. 

Representative Hosmer. May I ask one question before you move 
on? Would your agreement for cooperation then be reworded to 
make this research and development program on a kind of an annual 
basis or would it come to us next year for the balance of the $50 
million ? 

Mr. Fiopere. I haven’t tried to make these things compatible. To 
the maximum extent we can preserve the agreement for cooperation, I 
think it would be our intention to do so. 

Representative Hosmer. As Senator Pastore mentioned, it is very 
difficult to get these things over on a 4- or 5-year basis and if you don’t 
do somet hing with this agreement for cooperation by the time ‘Congress 
meets next time, we might run up against this again. 

Senator Pasrore. The report would only be an expression of inten- 
tion. It would not be any authorization nor would be an appro- 
priation. 

Representative Hosmer. The agreement for cooperation itself would 
call for a 5-year $50 million program. 

Mr. Fiozerc. May I point out, Mr. Hosmer, that this agreement 
for cooperation expressly says that the whole agreement is subject to 
the necessary authorization ‘and appropriations by the Congress. 

Mr. Ramey. Do you conceive that under this $3 million authoriza- 
tion you would come back with an amended agreement for cooperation 
to cover just this initial program ¢ 

Mr. Fioserc. No. 1 would assume we would not do that. We 
would undertake this part of a program on a semiunilateral basis. 
This would be used to help start on this program. 

Representative Van Zanpr. And then implement it step by step on 
an annual authorization and appropriation. 

Mr. F.ozerc. Through subsequent authorization and appropria- 
tion and that is up to you people to decide. 

Representative Hosmer. At that time are we apt to be faced with 
the argument this 1 is a moral obligation and we just have to do it? 

Mr. Frozera. I don’t believe it would. 

Senator lean I hope this isn’t edited out of the text-—— 

Mr. Fiopnerc. You don’t have to edit anything out for me. 

Senator Anperson. I didn’t say I did. This is a very important 
part. of this. We are not making a commitment then if you do this 
sort of thing ¢ 

Mr. Fionerc. I don’t believe we are making a commitment. 

Senator Pasrore. On this point I would be very explicit in the 
report. 

Mr. Fvionerc. I think that could cover it. 

Senator Pasrore. I would say in the report that this figure of $50 
million over a period of 5 years is being used, but that is in no way 
an obligation upon Congress or upon this Government and that we 
are only authorizing $3 million and insofar as the agreement for 
cooperation is concerned that is only the panoramic intent of what 
the overall program will ultimately be without binding the Congress 
or the Government. I would say that in the report. 
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Mr. Fioserc. This is just to keep it going. 

Secretary Ditton. That is correct, Senator, article XVI of the 
agreement for cooperation, which is the final ar ticle, says specifically : 

The Parties agree that the establishment and initiation of the joint program 
and the undertakings of the Parties under this Agreement are subject to appro- 
priate statutory steps, including authorization by competent bodies of the Gov- 
ernment of the United States of America and the Community, * * * 

Representative Van Zanpr. What page are you reading from ? 

Secretary Ditton. Page 27, article XVI, subsection A. 

Mr. Ramey. Subsection B, however, gives the implication that it 
is more of an all-or-nothing arrangement. It says: 

This Agreement shall enter into force on the day on which each Party shall 
have received from the other Party written notification that it has complied 
with all statutory and constitutional requirements for the entry into force of 
such Agreement. 

Secretary Ditton. The agreement will enter into force, that is cor- 
rect, at that time, but the initiation of the program and the duration 
under the agreement is subject to appropriate statutory steps includ- 
ing authorization. It reserves the right of this Congress to authorize 
and appropriate both. 

Senator Pastore. I think too, Mr. Chairman, a further assurance 
as to the clear intent of what we are trying to do is to have a joint 
letter from the State Department and the AKC to the effect that they 
join in this interpretation of what we are doing. That would be made 
a part of the record as an explanation. Later on when the agreement 
came up here there would be no misunderstanding about it. 

Senator Hicken.Loorrer. Adopting this appendix B with a resolu- 
tion approving it does not, in fact, commit us to any dollar program. 
It only commits us to cooperation 

Secretary Ditton. Just that. 

Senator HickenLoorer. Under agreements which are later to be 
entered into. If we adopt the authorization bill limiting the authori- 
zation for the first 3 years to $3 million, as has been suggested here, 
that is as far at the moment as we are bound to go although I would 
have to say that under all of these we are obligated to go further and 
consider the necessity of future cooperation. “However, in the report 
we could state about the general limits that we at present consider ap- 
propriate but we would not be bound beyond what the Appropria- 
tions Committee appropriates under this $3 million authorization. 

Mr. Froserc. I would see nothing wrong in your stating in your 
report that this is a complicated and complex transaction and that 
you want to take further time to study out the details. I see nothing 
wrong with stating that frankly in your report. 

Chairman Durnam. On appendix C, subsection 3, on page 15 where 
you make the statement: 





The total cost of the nuclear powerplants with an installed capacity of ap- 
proximately 1 million kilowatts of electricity to be constructed under the pro- 
gram is presently estimated not to exceed the equivalent of $350 million to be 
financed as follows * * *. 


When somebody looks at that, what effect will it have ? 


Senator Hicken.oorrr. We will have to take a brief recess and go 
to the floor. 
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Chairman Durnam. The committee will recess. 
(Whereupon at 2:45 p. m., the committee recessed, and resumed its 
meeting at 3:05 p. m.) 
AFTERNOON SESSION 


STATEMENT OF JOHN F. FLOBERG, COMMISSIONER, ATOMIC ENERGY 
COMMISSION—Resumed 


Mr. Frozerc. Just before the recess, Mr. Chairman, you had asked 
a question of w ‘hat would be the effect of the language in section 3 on 
page 15. Iam not quite sure I understand your question. 

Chairman Durnam. In the memorandum of understanding, I ques- 
tioned how far that committed us. 

Mr. Fioserc. I don’t think it commits us any more than it commits 
us by being printed in that book, Mr. Chairman. The suggestion that 
I have made doesn’t advert to this at all. I think this is in a continu- 
ing status as a working paper and that is evidence of what the nego- 
tiations were. 

Representative Hoxirretp. It served as the basis for negotiations. 

Mr. Fiovere. That is correct. This is a documentary record of 
what has been done. It certainly indicates what our intentions are. 
There is no doubt about that. 

Chairman Durnuam. That is what Isay. A man could assume this 
means we intend to carry through and build this up to $350 million 
or whatever it is, as I understand it. 

Mr. Fiosere. I call your attention to the top of that page, Mr. 
Chairman, to the language that says, “It is understood that the estab- 
lishment and initiation of the joint program is subject to appropriate 
statutory steps, including authorization by the competent bodies of 
the Community and of the Government of the United States.” 

Senator Jackson. Right there, if I may ask this? This, of course, 
is surplusage because they all know that under our Constitution we 
have to take certain steps. Everyone in the European Community 
knows this. That is self-evident in any transaction that we carry 
on with our European friends. The point I want to make is whether 
we are under a strong moral commitment here. It is just the same 
as treaties we agreed to, some of them require implementation. 

Chairman Durnam. That is the reason I raised the question because 
I think we have a moral commitment. 

Senator Jackson. The language at the top of the page is merely 
reiteration of what applies to all transactions with foreign nations. 
It isa restatement ora reiteration of it. 

Mr. Fioperc. Except it does put them on clear notice and they 
agreed to the notice. That is what I would say to it. You are right 
in your analysis from the logical point of view, but I think from the 
standpoint of a moral obligation this makes it perfectly clear they 
are alerted to the fact this committee and the Congress must go along 
with this program. 

Senator Anperson. Mr. Floberg, if we take the language on page 2 
of the bill and appropriate $3 million as a part of the long-range 
program and put in our report a statement, as you suggest, that 


eventually this is going to get the $50 million, aren’t we morally 
obligated to go the w vhole route # 
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Mr. Fioverc. No; I think that ng AD 

Senator Anerson. If we put that $50 million in the report, I say 
we have promised to go into the long-range joint program even though 
we only appropriate $3 million. We have committed ourselves. 

Mr. Froserc. That depends on how you word your report, it seems 
to me, and I wouldn’t be afraid to help on that job if that was the 
problem. It seems to me that you ‘an state in the report you recog- 
nize the testimony that has been given and the contemplations of 
the concerned agencies are that this will be a 5- year program in a 
scope of $50 million and that you are basically or generally sympa- 
thetic with this idea but want to look at it from time to time and 
check up on it. 

Senator Anperson. Did you not say you thought it would be all 

right to say that it involves mutual good faith on both sides? 

‘Mr. Frozere. I agree with that and I see nothing wrong with 
putting it in the report. 

Representative Van Zanpr. What was the language you suggested, 
Mr. Commissioner ? 

Mr. Frorerae. I suggested on page 2, line 7 that this wording be 
something like this—and I have not previously written this down so 
Tam prepared to be edited by anybody who chooses to edit. me— 
the sum of $3 million as an initial authorization for fiscal year 1959 for use in 
a joint long-range program * * *, 

Representative Hosmer. You used the word “initial” in the first. 

Mr. Froperc. I said “initial 1959 authorization.” The reason I 
suggest that is in line with the colloquy that Senator Anderson and 
I had before the Appropriations Committee the other day. 

The sum of $3 million as an initial authorization for fiscal year 1959 for use 
in a joint long-range program. 

Senator Hickentoorer. Why put all that language in? 

Senator Bricker. I think really if you leave that out, then it is 
a matter of further negotiation and a matter of further cooperation. 
If you put in the word “initial,” this is a promise. It is a beginning. 

Senator Jackson. An installment. 

Mr. Fiosere. That is what I intended it to say. 

Seantor Jackson. If you put ina proviso which said: 

This shall not be construed * * * 


Senator Anperson. I think we are going to have to wrestle with 
that. I agree with Senator Bricker that the word “initial” is bad. 

Mr. Fuoperc. I was tossing this out so we could edit it and see what 
we could come up with. I think the point which must be emphasized 
is that this is a large-scale joint program of research and develop- 
ment. If you want to wrestle that around anyway you choose, it 
is all right with me. That is my suggestion how to tackle it. 

Representative Price. As a practical matter though, the people who 
will approve this program because of the cost of the. program overseas 
are going to delve a little deeper into it than that. They are going 
to want to know what the final costs are, so it doesn’t mean too much. 

Senator Hickentoorer. We face it in the report. 

Representative Price. That is what I say, so it doesn’t mean too 
much. 
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Mr. Fiopere. I am conscious of that, Mr. Price. I am not sure 
this solves the difficulties at all. 

Representative Price. I understand. 

Chairman Durnam. What suggestion did you have on section 4? 

Mr. FLopere. Section 4 is even more vulnerable to Mr. Price’s criti- 
cism and my suggestion is going to be vulnerable to that same criticism. 

Senator Anperson. First of all, do you think it would be of any use 
to explain what this section 4is? I ask that because the Comptroller 
General quite obviously didn’t understand it in his report and various 
trade publications have missed the point entirely. What is section 4 
intended to do? 

Mr. Fiosera. I will try to explain that. I don’t know about the 
trade publications you refer to. 

Senator Anperson. Let me read one. This is the trade publication, 
Washington Atomic Energy Report. They said: 

Heavy United States commitments involved including $50 million for research, 
SO million for fuel performance and guaranties. 

That isn’t what the $90 million is for. 

Mr. Fiosere. That is part of what it is. 

Senator Anperson. I agree with that, but the big part is to subsidize 
the difference between the British fuel section and the American fuel 
section. Weare going to sell our fuel sections for $2.5 million. On the 
basis of the outline we were talking about the other day, they are 
maybe going to cost $6 million and ‘that $4 million is a subsidy, but 
nothing was ever said about that at any ee in the testimony that 
I can find, until we had it the other day before the Appropriations 
Committee. 

Mr. Fioserc. I don’t remember those figures being used before 
the Appropriations Committee. 

Senator Anperson. I am sure they weren’t, but wasn’t that the basis 
of the statement you made before the Appropriations Committee ? 

Mr. FLonerc. No, Senator. 

Senator Anperson. There is a little table in there that involves $100 
a kilogram and that brings the actual cost oe to about $6.5 million. 
They are going to pay $2 million for it and $4.5 millon is a subsidy 
which makes this section a ver y important section for bailing out the 
Italian program which is now flat on its face. 

Mr. Frioserc. No, Senator. I think that is a misinterpretation of 
this. 

Senator Anperson. Tell me what it is. 

Mr. Fiopera. Let me try to explain. I don’t understand your fig- 
ures but I will be glad to try to explain them too. Let me try to tell 
you what I ey section 4 stands for. 

Section 4 is the part of this program and in the bill it is the part 
of the legislative program that covers a portion of the excess cost 
of operating a nuclear generating plant as compared to a conventional 
power generating pl: unt. 

Seantor Anerson. If you would amend it to read “accairing and 
operating.” 

Mr. Fioserc. No; wait a minute, Senator. It is acquiring and 
using the fuel, but acquiring fuel is part of the cost of operating the 
plant. It is only a cost of operating the plant. 
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Senator Anprerson. Do you mean to tell me none of the cost of 
acquiring the core, other than the fuel, is in here ¢ 

Mr. Fiozserc. None of the cost of acquiring the fuel is in here. I 
beg your pardon. This section covers the difference between the cur- 
rently quoted figures for fuel elements and the guaranteed level cost 
of figures for fuel elements. Let me convert that into a specific case. 

Senator Anperson. Let’s convert it into dollars. If we go to the 
PWR which is half the size of what we are going to supply them, and 
compute the cost you have got there, it comes out to about $6.5 million 
they are going to pay. In other words, Westinghouse and General 
Electric are the only people who can do anything under this bill— 
and you may want to add another one—who can go to the Italian Gov- 
ernment and say, “We are in a deal with you, but you can’t go through 
with the deal. Therefore for the fuel element you hope to acquire, 
we will charge you only $2 million for it and the United States Gov- 
ernment will pay us $6.5 million for it.” 

Mr. Frosere. No, sir, that is wrong, Senator. 

Senator Anperson. You tell me why it is wrong and be very care- 
ful because I have reason to believe I am not wrong. 

Mr. Fioperc. I may be wrong, but here is what I think this covers. 
The currently quoted figures on fuel elements are on the order of $130 
per contained kilogram for stainless steel fuel elements. 

Senator ANpErRson. Somewhat more than that. 

Mr. Ramey. Is that the case on the Senn proposal ? 

Mr. Fiozerc. No, they can vary proposal to proposal but I am giv- 
ing you—— 

Mr. Ramey. The Senn proposal is the only large scale proposal 
where anybody has made a bid on this kind of a fuel element. 

Senator Anperson. Precisely and if you follow those you will come 
out at over $6 million. 

Mr. Fiorere. I think on the Senn project you will come out lower 
than that. 

Mr. Ramey. The Senn proposals are business confidential informa- 
tion so it won’t be in public. The Commission provided this for us. 

Senator Anperson. The $6 million isn’t confidential, I hope, be- 
cause I am going tq keep on using it. We have released the PWR in- 
for mation supposedly and that is what Iam using. 

Mr. Fioperc. I wouldn’t use the PWR figures. 

Senator Anperson. Why not? Have you built anything else ? 

Mr. Frozerc. We have learned a lot from the PWR. 

Senator AnpErRson. You bet we did and one of the things was that 
as you increase size you increase relative cost. That we learned to our 
great shock because we started out to put $35 million into it and the 
last report from the Commission is that it is $65 million, so I don’t 
know what that means. It is over $100 million including research 
and development. 

Mr. Fioperc. I sure would agree with that. I think the thing we 
learned most of all is that we would not build another PWR. 

Senator Anprerson. We are planning on building five of them in 
Europe. 

Representative Houirte.p. At least three. 





F Mr. Froperc. They won’t necessarily be copies of anything at 
Shippingport. 
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Senator Pasrore. There is one thing I would like to ask the chair- 
man at this point so we can all understand it. How does General Elec- 
tric, Westinghouse, or any manufacturer fix the fuel performance ? 

Mr. FioperG. I can give you a general answer and then I will ask 
Dr. Pittman to give you a more tec chnical answer. 

Senator Pasrorr. The reason I am asking the question is in order 
for us to understand this $90 million; what it is going to do, what it is 
going to guarantee, and whether or not General Electric, Westing- 
house, and the rest of the manufacturers are going to be either liberal 
or conservative upon their own guaranties because this is indemnifi- 

cation, pure and simple and it could be a subsidy if these things get 
a little too liberal. Who is going to fix this performance and under 
what terms, conditions, and measurements? Do I make myself clear? 

Mr. Fiosere. I think you do and I think I can answer it. In the 
first place the cost guaranties and the performance guaranties are 
always intertwined. In other words higher initial costs may or may 
not mean higher total cost. It depends on what the performance and 
the guaranties are and vice versa. A higher performance may not 
mean higher or lower total depending on what the initial cost was. 
These two things are intertwined. I don’t know what relationship that 
has to the particular figures Mr. Ramey quoted, but this is generally 
a sound principle. 

The establishment of performance life of these elements is based on 
experience with loops in the materials testing reactor and engineering 
test reactor and other analyses conducted on the basis of whatever lim- 
ited experience is available and in the case of the pressurized water 
reactor there is a fairly good body of experience of varying degrees 
of relevance on this subject due to submarine experience and PWR 
experience itself. This is also true to a limited extent as far as the 
boiling-water reactors are concerned. It is also true to a more limited 
extent as far as organic-moderated reactors are concerned. There is a 
fairly substantial ‘body of information on which to base estimates of 
fuel life. 

Senator Pasrore. Will this in any way be related with what the 
British are going to do in line with the question Senator Anderson 
asked? Is this a competitive thing or is this predicated purely and 
simply on performance of the particular reactors under consideration ? 

Mr. Fioserc. It is predicated on a combination of factors I would 
say. The first thing that it is predicated on is an attempt to bring 
the cost of this electricity within the competitive range of conventional 
electricity. 

Senator Anprerson. On that I would agree. It is not based on cost at 
all. It has no relationship to cost. It is based on what it takes to make 
it competitive. 

Mr. Fioserc. But the figure is the difference between the cost of 
conventional electricity and the cost of this electricity so it is competi- 
tive with the cost of the other kind of kilowatts. The kilowatt doesn’t 
know where it came from. It doesn’t care whether it comes from a 
nuclear plant. 

Senator Pastore. Let’s assume, for instance, that the reactor is nego- 
tiated between two governments. It is estimated at that time that you 


are going to produce current, let’s say, at 14 mills. Is that the way it is 
done ¢ 


28417—58—pt. 2——-2 
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Mr. Fiopera. Yes, sir. 

Senator Pasrore. In the event it actually ended up that it cost 20 
mills, do we underwrite the difference between 14 mills and 20 mills? 

Mr. Fropera. No. 

Senator Pasrore. Then what are we doing ? 

Mr. Fiopere. Underwrite the difference between this and the cost 
of conventional electricity in that country, you might say, 10 and we 
will write off 12—something of that order. That is what we are 
talking about. 

Senator Pasrore. And you will know that at the time you get into 
a contract for the reactor. When are you going to determine how 
much we will be called upon to pay out of the $90 million? 

Mr. Friozere. Yes; on a project-by-project basis you will know, 
Senator. 

Senator Pasrore. In France they are producing current by conven- 
tional fuels at 10 mills—— 

Mr. Froserc. That is right. 

Senator Pasrorr. It is estimated that this will cost 14 mills. Let’s 
assume it actually costs 20 mills. What is your lability under sec- 
tion 4? 

Mr. Frioserc. Our liability as we contemplate it, Senator, is that 
we would be responsible only for the excess between the level that we 
establish and what the manufacturer himself has established. The 
manuafcturer’s guaranty will cover a certain part of this perform- 
ance and a major part of it, as it looks like wp until now. 

Senator Pastore. The point is that what he covers—is that sup- 
posed to be what this reactor will produce / 

Mr. Fronere. Yes, sir. That is right. That is what it will pro- 
duce. 

Senator Pasrore. In other words, if it costs 10 mills per kilowatt 
for conventional fuel and Westinghouse guarantees that the reactor 
will perform at 14 mills. 

Mr. Fuoserc. That is not the way the guaranty would be figured. 

Representative Hosmer. Will the Senator yield ? 

Representative Parrerson. How would you figure it ? 

Senator Pasrorr. Somebody is going to explain to me before we get 
out. of here just what our liability is and how you figure it out. 

Representative Hontirmip. No; you are not. “Nobody knows. 

Senator Pasrorr. Just the system. I want the formula. 

Representative Hosmer. How long your core lasts and how much 
heat it. produces in the end determines how much per kilowatt-hour it 
costs you to run the reactor. 

Mr. Froserc. That was one of the major factors. 

Representative Hosmer. But in this instance what we are purport- 
ing to guarantee is a certain length of life for this core and at a cer- 
tain level of radiation. 

Mr. Fiozerc. Initial cost also. 

Representative Hosmer. Say you just got three-fourths of it. 
What we have got to do under this euaranty is to produce some new 
rods to fill out that remaining period of time. 

Mr. Froperc. That is correct. 

Representative Hosmer. From that standpoint it does affect the 
actual cost of the kilowatt but that is unrelated to the guaranty. 
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Our guaranty is of a specific radioactivity and a specific length of 
time. 

Mr. Fiosere. That is correct. 

Representative Hosmer. For these particular rods and cores. 

Mr. Fiopere. That is right. 

Senator HickeNnLoorrer. What is the manufacturer’s guaranty ? 

Representative Hosmer. Of time and amount of radiation—what- 
ever we call it. Let’s say a certain amount of heat for a certain 
length of time. If he doesn’t get it from the first set of rods, they 
have to replace the set of rods so they do get that amount. 

Senator Hickenwoorrer. Do we guarantee that or does the manu- 
facturer guarantee that ? 

Representative Hosmer. The manufacturer guarantees up to—— 

Representative Parrerson. No. 

Representative Hosmer. Informally they said they are going to 
inake certain guaranties, but they are not going to be guaranties that 
would amount to the total extent of what might happen. Suppose 
you get a bum fabrication job and some of the elements go to pieces. 
The cost of those have to come out of this guaranty after it reachés 
the point beyond which the manufacturer’s guaranty goes, if he gives 
one. 

Senator Hickentoorer. Can we get a specific illustration ? 

Mr. Fronerc. Let me ask Dr. Pittman. 

Senator Anprerson. I want to say right there for Mr. Dillon’s benefit 
if he doesn’t understand why this is a pretty ambitious program to 
try to pass in 3 days. You won’t be able to expl: iin it in 3 days to 
this committee. How do you explain it to Congress which has no 
hackground information / 

Senator Pasrore. The thing that disturbs me is that, while I have 
followed the able Congressman, you said this is tied back to the cost 
of power by conventional fuels. You have got that element in there. 
I realize all of this. Everybody knows that it is going to cost a lot 
more money to produce this electric power by atomic energy than by 
conventional fuel. We all know. We don’t have to debate that here. 
That is why we are getting into the program because we are trying to 
close up that gap. Is there any element in figuring out this heat 
plus life—or what have you—that ties that back to what. it would cost 
these people if they were using oil or coal ? 

Mr. Froverc. Only in the indirect sense that I tried to explain. 

Representative Hosmer. Will you yield and let me take this once 
more’ You were talking about the difference between 10 mills and 
14 mills. In that you are talking about that part of the difference 
that has to do with capital cost and are we talking about a separate 
thing when we talk about this fuel element ? 

Mr. Fioserc. Separate thing. 

Representative Hosmer. We are subsidizing part of the capital cost. 

Mr. Fioserc. No, we are not subsidizing any of the capital cost. 

Senator Anperson. Could we do this, Mr. ‘Floberg? Could we get 
you to agree on one thing and then work down from that? Would you 
agree the cost of the PWR at the Bettis plant was $500 per kilowatt 
or more? 

Mr. Frionere. I have no way of challenging that figure, Senator. 

Senator ANperson. Your own Commission submitted it. 
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Mr. Froserc. Then I will stand on the record for that. 

Senator Anperson. What do you know about any reductiton that 
has become available in reactors of proven type? The only type we 
have got that is proven is that reactor. 

Mr. Fiopera. Yes, we know 

Senator AnpEerson. What have we got in the way of a reduction 
that we know anything about? Aren’t we guaranteeing exactly that 
cost. or more because this is going to be larger? It has been testified 
the problems will be greater. They found out when you took a small 
pipe and doubled its size you quadrupled its cost. We had testimony 
after testimony that is why the Shippingport plant cost so much. 
They didn’t realize that as you made it larger, you went forward in 
costs in geometric proportion to the arithmetic proportion. So if 
you are going to build one double in size in Europe—and you don’t 
know how to do it—and $500 million was the cost at Bettis, why 
isn’t this about the cost you ‘would have to take / 

Mr. Frosere. I will base that, Senator, on the knowledge that we 
have gained out of building the Shippingport plant and out of other 
plants since then. They don’t all cost that much, I might add. But 
the knowledge that we have gained has given us a pretty good index 
of the cases where be overbuilt at Shippingport, where we overde- 
signed and so forth. This was not an unwise thing to do, I want to 
emphasize that. May I say this is the universal opinion of people in 
the reactor business. This is the universal opinion of the people to 
whom I have talked and the same people are available to this com- 
mittee. 

Senator Anperson. In order to get down to dollars and cents, we 
need more than opinion, that is the trouble. 

Mr. Froserc. We have quoted figures on the Senn proposal. 

Senator Anprerson. And they run up to where the cost of that 
guaranty would be something like $230 million rather than $90 
million. 

Mr. Fiosere. You are talkingabout capital cost. 

Senator ANpeRson. No; lam i talking about the program in section 4. 
You have got more than just a first start. 

Mr. Ramey. That figure would be based on using the higher cost 
of stainless fuel elements on the Senn proposal. 

Chairman Durnam. Has the Commission ever established fuel 
prices ? 

Mr. Fioserc. You mean established a scale of fuel prices ? 

Chairman Du rHAM. Yes, a scale of fuel prices. 

Mr. Fionere. We have bought fuel elements. 

Chairman Petateail I meant fuel elements. 

Mr. Fioserc. We haven't established a scale in the sense that the 
Agriculture Department does. 

‘Chairman Duruam. You will have to do it under this, won’t you? 

Mr. Froserc. We will have to establish a guaranty level; yes, sir. 

Chairman Durnam. That is right. 

Representative Hoxrrrretp. Will you also have to establish an in- 
ventory level for these fabricated fuel rods? 

Mr. Fioserc. I would assume so. 
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Representative Hortrrevp. I think that is what Senator Anderson is 
talking about. 

Senator Anverson. They don’t know what the deal is. They have 
no way of evaluating the deal. 

Representative Houirrecp. He is talking about the initial cost, and 
not about the life of the fabricated fuel inventory rods. 

Senator Jackson. Mr. Chairman, can we have supplied for the 
record conventional power costs—and I assume “conventional”—will 
include fossil as well as hydro, for each country involved? I think 
we should have that information so that we will know what we are 
talking about. 

Representative Van Zanpr. From the standpoint of conventional 
fuel. 

Senator Jackson. That is right. Am I correct in understanding 
that this pertains to hydro as well as to oil and coal ? 

Secretary Ditton. I would think the appropriate thing would be 
the cost ok cualining a new plant at this time because they need 
to expand and 

Senator Jackson. What is the formula in order to find out how far 
we are going? 

Chairman Duruam. We haven’t got to that. That is another 
section. 

Senator Jackson. In order to determine the difference that we have 
to make up, we have to know what conventional power costs are in 
those nations. 

Secretary Ditton. I think it is set forth here. You should know 
it if it would help you. 

Senator Jackson. It will vary some in each country. 

Mr. Fioserc. Senator, I call your attention to page 41 of the com- 
mittee print which has a series of estimated costs of power in mills per 
kilowatt-hour. 

Mr. Ramey. I believe the report for Euratom has a more elaborate 
report as of last year on power costs. 

Senator Jackson. I don’t see how we are going to compute this 
unless we know what the conventional power costs are at the present 
time. As I understand the colloquy here, those are the basic criteria. 

Senator Pasrore. I think Dr. Pittman ought to explain it. I am 
still out in center field waiting for the ball to come over. Nobody has 
answered my question yet. 

Senator Anperson. There are three factors we need to know. We 
need to know what the existing power costs are in Europe for falling 
water. You aren’t going to create any more falling water, but you 
need to know what those costs are. We need to know what the dif- 
ference is going to be between the kilowatt cost of installation and for 
this—I say to you that we have no better yardstick thus far than 
Shippingport. We have hopes, dreams, and aspirations but we have 
no better knowledge of it than that. Then we need to know something 
about the life of fuel elements. When you put all three of those 
together you can tell what this $90 million is going to rise to eventually. 

I say to you that those figures will show something in the neighbor- 
hood of $90 million and I say it because the fuel elements we have tested 
do not have anywhere near the guaranteed revenue that you are talk- 
ing about. Mr. Floberg, can you bring us one sheet on which there is 
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contained one piece of experience that contradicts this? Every bit of 
experience we have shows that our fuel life is far, far, far below what 
we have guaranteed and every manufacturer knows it. That is why 
he doesn’t guarantee it himself. He has to have the Government come 
in and guarantee it whereas the British do guarantee, but they guar- 
antee because they have the British Atomic Energy Authority, a Gov- 
ernment agency, being in partnership with them. 

If you will just bring us one piece of paper at some time that indi- 
cates we have a fuel life anything comparable to what we are guar- 
anteeing I would be glad to see it because the fabricators have testified 
we don’t have anything near it and my information is in accordance 
with that. I suggest to you very respectfully that I am sure the 
AEC doesn’t have any other information either. 

Mr. Frioserc. What I am saying to you, Senator, is that experience 
is the basis for knowledge, but it is not the limit of knowledge. We 
can project our fuel performance and on the basis of experience that 
will exceed experience. This is not confined to nuclear fuel elements. 
This isa universal rule. 

Senator Anprerson. Then do this. Bring in a statement of the 
experience that tends to make you believe that. 

Mr. Fiopere. And how it is projected. 

Senator AnpEerson. Wedon'thaveit. We have asked for it. 

Mr. Ramey. We ought to put into the record a letter from the 
Commission dated July 22 from Mr. Cook to the committee that gives 
the basis of the $100 and $140 guaranty on costs. 

(The letter referred to above follows :) 


UNITED Srates Atomic ENERGY COMMISSION, 
Washington, D. C., July 22, 1958. 
Mr. JAMES T. RAMEY, 
Executive, Director, Joint Committee on Atomic Energy, 
Congress of the United States. 

DEAR Mr. RaMey: At our meeting last Saturday, July 19, 1958, in connee- 
tion with the proposed Euratom program, you requested information on manu- 
facturers’ guaranties of fuel-element life and charges for fuel-element fabrica- 
tion. Of the information available to us we consider that obtained from the 
proposals made to SENN (Italy) to be most representative of the guaranties 
being made by United States manufacturers, today, in competitive bidding. 

You will recall that 5 proposals for United States type reactors of 130 to 
150 electrical megawatts were submitted to SENN on May 1, 1958. The pro- 
posals included 2 pressurized water and 2 boiling water reactors and an or- 
ganic moderated reactor. The bidders (and their principal associates) were: 
Kaiser Engineers (Westinghouse), H. K. Ferguson (Babcock & Wilcox), Inter- 
national General Electric (Ebasco), Mitchell Engineering, Ltd. (AMF and 
General Nuclear Engineering), and Atomic International (Bechtel). 

These proposals were made available to the Commission in connection with 
its technical review of the bids for the World Bank. It was expressly under- 
stood that the information contained in these proposals would be treated as 
“company confidential.” You are requested to handle the attached information 
accordingly. (Confidential information deleted.) 

The warranties on fuel life varied from manufacturer to manufacturer with 
respect to their exact meaning and application. Whether the warranty applied 
to an element, an assembly or the core was not readily apparent in all cases. 
It did appear, however, that all manufacturers were offering some form of a 
“battery type” guaranty. The extent to which the customer was covered for 
his contingent costs due to fuel element failure under the guaranty was not 
clear in some of the proposals. 

The charges for fuel element fabrication were more easily defined. Although 
further analysis may find certain manufacturers including control rods, as an 
example, in their cost of fuel element fabrication, the charges shown are be- 
lieved to be reasonably accurate and on a comparable basis. 
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In addition to the information from the SENN proposals, we have received 
information from two of the larger fuel-element manufacturers which indicates 
that subsequent quotations for stainless steel clad elements will be made in 
the range of $115 to $140 per kilogram of uranium. 

Sincerely yours, 
R. W. Cook, 
Deputy General Manager. 


Mr. Ramey. The Commission gave us a letter dated August 4, which 
we received yesterday, that provides additional information. I must 
say from a fast review of it that it is certainly not conclusive on the 
basis of what the costs of these things will be. They are essentially 
projections. 

(The letter referred to above follows :) 


JOINT COMMITTEE ON ATOMIC ENERGY, 


July 24, 1958. 
Mr. R. W. Coox, 


Deputy General Manager, 
United States Atomic Energy Commission, 
Washington, D.C. 

DEAR Mr. Cook: We appreciated receiving the SENN proposal data on manu- 
factorers’ guaranties of fuel element lift and charges which you supplied in your 
July 22, 1958, letter. 

We would like to get whatever additional backup information is available 
on fuel fabrication costs and guaranties to substantiate the reasonableness of the 
provisions for such costs proposed in the Euratom agreements. Information 
supplied in answer to the following questions we believe would help to sub- 
stantiate the reasonableness of these provisions : 

1. Do the SENN proposals contain any warranties on the performance and 
costs of fuel elements for subsequent cores or do the proposals cover only the 
first cores? 

2. What actual cost data are available on the fabriction of the Dresden and 
Yankee reactor cores? What guaranties on fuel element life have been given on 
these elements? If replacement cores have been ordered for these reactors, 
what are the prices of these cores and what are the life guaranties for the fuel 
elements? 

3. On what basis was the fabrication of zirconium clad fuel elements set at a 
cost of $40 per kilogram of contained uranium more than for stainless steel clad 
elements? [Confidential information deleted. ] 

If any “company confidential’ data is furnished in reply please identify 
it so that it will be treated accordingly by the committee. 

Sincerely yours, 
JaMeEs T. Ramey, Executive Director. 


UNITED STATES ATOMIC ENERGY COMMISSION, 


Washington, D.C., August 4, 1958. 
Mr. JAMES T. RAMEY, 


Berecutive Director, 
Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Ramey: This is in reply to your letter of July 24, 1958, requesting 
additional backup information on fuel fabrication costs and guaranties relating 
to the proposed Euratom agreement. 

In response to the first question concerning the SENN proposals, those proposais 
we have examined contained only warranties for the first core, although the “in- 
vitation to bid” for the SENN project specifically requested the guaranteed fuel 
element burnup for subsequent cores. Several of the manufacturers, however, 
expressed confidence in the proposals in obtaining improved performance from 
subsequent cores, and one stated that although such equipment was not pre- 
sented in their proposal, they “would expect to supply subsequent cores sub- 
ject to similar guaranties.” 

Another company stated that “since future advances in nuclear fuel technology, 
resulting in substantially lower fuel fabrication cost, may lead to the economic 
desirability of using lower fuel enrichment with consequently lower burnup, 
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they did not consider it feasible at this time to guarantee the fuel burnup of sub- 
sequent cores.” 

With reference to your third question, the basis for establishing the fabrication 
of zirconium-clad fuel elements at a cost of $40 per kilogram of contained 
uranium more than for stainless steel clad elements, involved two factors: 

1. Our judgment, based on information available to us, as to the current 
“market price’ for zirconium-clad elements and as to a future price for such 
elements. 

2. The relationship between the guaranteed price levels we might propose 
for UO.-stainless-clad and for UO.-zironium-clad, since both these fuel elements 
may be used in the light water cooled and moderated reactor. 


* + * * x“ = * 


In establishing the guaranteed price level which would meet the objective 
of the United States-Euratom program, however, it was necessary that the rela- 
tionship between the stainless steel and zirconium guaranty be such as not to 
bias the selection of the type fuel element. In other words we did not wish to 
guarantee a fabrication cost and irradiation level for zirconium-clad elements 
that would result in a fuel cycle cost lower than that expected as a result of 
the stainless steel guaranties, and vice versa. 

The guaranties proposed for zirconium and stainless clad elements are ex- 
pected to afford essentially the same fuel cycle cost when such elements are 
employed in a light water-cooled and moderated reactor. The choice of whether 
a zirconium-clad or stainless-clad element were used would thus be made on the 
basis of overall consideration and the individual company’s judgment of the 
future potential, and not because the Government’s guaranty favored one type 
of element. 

The Argonne National Laboratory in performing their review of the SENN 
proposals for the World Bank were requested by the bank to address themselves 
to an evaluation of the future potential for improved economics of the individual 
submissions. Their comments were general in nature, and essentially the same 
for all of the proposals. We believe the statement to be equally applicable to 
the types of plants contemplated in the Euratom agreement. A typical one is 
presented here for your information. 


“FUTURE POSSIBILITIES OF SPECIFIC PLANT 


“There are reasons to believe that the potentialities for improved economics 
in the fuel cycle are excellent. 

“Although usually the fuel cycle costs, excluding burnup, are in excess, and 
frequently much in excess, of the burnup costs, the major emphasis in a fuel 
eycle is placed upon the burnup per cycle. A large cost reduction can be achieved 
through higher, more uniform amount of burnup. Uranium oxide fuels, already 
developed and having a satisfactory operating history, show freedom from exces- 
sive irradiation damage at burnup to 25,000 MWD/ton. Furthermore the limita- 
tion may be appreciably above this level, with added possibilities of enriching to 
obtain higher burnup and of fuel management to achieve maximum uniform 
burnup. The net influence, upon power production costs, of the many cost items 
within the fuel cycle can be almost inversely proportional to the amount of 
burnup per cycle. 

“The quantity of fuel in inventory is another important economic factor in 
the fuel cycle. As demand for fuels increases, fabrication and process periods 
should shorten. As operating experience proves fuel integrity, fewer spare fuel 
assemblies should be required. Carrying a smaller fuel inventory will produce 
a significant cost reduction, since use and interest charges On fuel are an impor- 
tant factor percentagewise. 

“Predicting the degree, or even the possibility, of improvement of the fuel cycle 
costs per unit weight of fuel is, with two exceptions, too speculative for this 
review. However in two process steps, 

“(1) UF, to UO, 

“(2) UO, to fabricated fuel assemblies. 
there is reason to expect cost reductions. In both of these processes, commer- 
cial companies have established their own manufacturing procedures. As de- 
mand increases the volume, mass production will produce a significant drop in 
unit cost. It should be noted that the fabrication costs are one of the largest 
unit costs in the fuel cycle. 

“The areas of potential fuel cycle cost reduction discussed above are appli- 
eable to the specific reactor covered in this review, and those economies may 
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occur within the early stages of its operation. Furthermore there are no fea- 
tures in the reactor design which will prevent achieving these opportunities for 
cost reductions as they develop.” 
Sincerely yours, 
Pau F. Foster, General Manager. 

Mr. Fiopere. Of course they are projections. 

Mr. Ramey (reading) : 

Based on current experience, admitting that we have never run one of these 
Stainless steel uranium oxide elements very long actually, but that is our best 
judgment. 

Mr. Fioserc. These are engineering projections. That is correct. 

Could I ask Dr. Pittman to answer Senator Pastore’s question ? 

Representative Price. I would like to hear from Dr. Pittman, but 
aren't we going pretty far afield when we talk about a formula to get 
at this figure? Isn’t this just an estimate of what it might possibly 
cost to replace fuel elements that gave way before the anticipated 
time? It is just a matter of what it costs to do it. 

Mr. Fropera. I am saying that you put the word “ceiling” in that. 

Senator Pastore. No, it is a little more than that. How do you 
decide the performance? Upon what? That is the important thing. 

Representative Price. It is a mechanical engineering prediction. 

Senator Bricker. Mr. Floberg, let me ask you one question. Who 
wrote this section 4? I want to find out because we have spent 2 hours 
trying to find out what it means. The English language 1s more ade- 
quate than that. If you wrote it to conceal though, maybe you did. 
If you wrote it to reveal what you are doing, you ought to put it in 
plain English so everybody can underst: and it. It hasn’t been done. 

Representative Price. Maybe Dr. Pittman can give us a better 
understanding. 

Senator Anprerson. If he is going to do that, I think he ought to 
state what his experience is in running one of these operations. They 
didn’t bring in any of the people at any time who had experience. 
We haven't seen Dr, Zinn. We haven’t seen Dr. Weinberg, from Oak 
Ridge. We haven’t seen Admiral Rickover. We haven’t seen any 
of the people who know what it costs. Is there a program for keep- 
ing them away from us? We know how many hours these things 
arerun. It isn’t 30 percent of what we have guaranteed. 

Representative Price. Isn’t it admitted this $90 million is just an 
estimate of what it may cost ? 

Senator Pasrorr. No. 

Representative Price. Actually you are not going to do any more 
than what it would cost. You are going to base costs on what it would 
cost here to fabricate these things and replace them. 

Senator Pasrore. What has that got to do with the cost of con- 
ventional fuel ? 

Representative Price. Nothing. 

Senator Pastore. He said it has something to do with it. That 
is what I am trying to find out. 

Representative Price. Let’s hear from Dr. Pittman. 
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STATEMENT OF DR. FRANK K. PITTMAN, DIRECTOR, OFFICE OF 
INDUSTRIAL DEVELOPMENT, ATOMIC ENERGY COMMISSION 


Chairman Duruam. Dr. Pittman, we have finally got toyou. Will 
you proceed ¢ 

Dr. Prrrman. Senator Anderson, I must say that I have not oper- 
ated a reactor. The only experience I have in operating a plant has 
been at Los Alamos during the war in the plutonium shoticelon pnt. 
So what I am saying is based on information that I had available to 
me as a technical man—a person who understands, I think, what the 
information means. Certainly I am not an operating man. I don’t 
claim to be a Dr. Zinn or a Dr. Weinberg. 

Let me go back first to explain the problem that is worrying Senator 
Pastore; the relationship of these guaranties to the cost of conven- 
tional power in Europe. The only relationship is that in arriving at the 
guaranties we took into consideration the cost of conventional power 
as it would be if they built new plants in Europe today and we looked 
at the limitations that we had to put on the fuel life and the fuel cost 
that would make the cost of nuclear power bear some relationship to 
the cost of conventional power, not to bring the cost of conventional 
power down, but to bring it in an area that the utility people would 
be willing to pay the differential. 

Representative Hottrretp. Can you say this in mills? 

Dr. Prrrman. It was about a mill anda half,sir. If you will look 
on page 41, the conventional power is in the range of 9 to 10 mills— 
estimated per kilowatt-hour for plants built using coal or oil. 

Senator Hicken Looper. Does that include capital amortization / 

Dr. Prrrman. That includes everything. Cost in mills per kilo- 
watt-hour delivered in a new conventional plant assuming the same 
amortization that we later assumed in the reactors. 

With this as the base point what we had to do in getting this pro- 
gram established was to find out what kind of guaranties we would 
have to build into this joint program that would allow the utilities to 
see a cost which was no more than a certain number of mills above 
this estimated 10 mills per kilowatt-hour; namely about a mill and a 
half. We took into consideration in arriving at the cost of nuclear 
»ower, the estimated cost of construction of the reactor at $350 per 
installed electrical kilowatt. We took into account the interest on 
construction that is normal in the European economy taking into ac- 
count the possibility of the borrowing of a certain fraction of this 
money from the Export-Import Bank—roughly 4 to 41% percent. 
We took into account the fact that the operation—and this has nothing 
to do with the fuel cycle, just the number of people you need around 
in your reactor is greater than the number of people you need around 
a conventional plant—and the maintenance would be greater—we 
took into account that. maintenance and operating costs are greater. 

Taking all of these things into consideration we said now with the 
known cost of U-235 and with assumed burnups for different types of 
plants that we were talking about—and assumptions were based on the 
best technical reactor data we have—from the pressurized and boiling- 
water reactors and organic-water reactors and from our knowledge 
of the amount of inventory of fuel that you would have to have in the 
pipeline, and therefore have to be paying interest on from the time it 
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is taken out of the gaseous diffusion plant until it gets back into a 
form usable by us and therefore no longer subject to an inventory 
charge—taking all of these things into “consideration, we then de- 
termined the type of fuel cycle cost, that is the cost of the fabrication 
and chemical processing and transportation that there would have to 
be if the utilities were to get a total cost no greater than roughly 12 
mills per kilowatt-hour that we indicate on page 41 for the nuclear 
reactors. 

Senator Pastore. On that last element, is that an imponderable? 

Dr. Prrrman. I am sorry but I don’t quite understand the question. 

Senator JACKSON. Speculative. 

Senator Pasrore. It is an imponderable not capable of being weighed 
and assayed—theoretical, or is that based upon scientific knowledge ? 
That is the important part of it because that is going to work the whole 
thing. 

Dr. Prrrman. Everything with the exception and fabrication cost 
and the fuel life is something we can tie down almost so that any 
technical people will agree. 

Senator ANpERson. The assumed burnup is an imaginary cost. 

Dr. Prrrman. No, sir, that is based on knowledge of operation of 
reactors 

Senator Anperson. Would you be able to furnish the committee 
with the background information that shows what your assumed 
burnup was and what it was based on? 

Dr. Pirrman. Yes, sir; I don’t have it in my mind—— 

Senator Anperson. Isn’t it 3 times or 4 times better than any actual 
experience ? 

Dr. Prrrman. No, sir; the burnup charges, are charges for actual 
atoms of U-235 that are consumed in the production of electric 
current and in the production of plutonium. It has nothing to, if you 
will excuse me for a second, with the actual life of the fuel. That is 
the uncertainty that made it impossible—and has made it impossible— 
for the utility companies to enter into a program that would allow them 
to make any definite calculations on the cost of nuclear power. 

Senator Anperson. Have you added in the cost of transporting the 
element back to the United States? 

Dr. Prrrwan. Yes. 

Senator Anperson. What do you assume the size of the package is 
going to be that you would bring it back in? 

Dr. Prrrman. We assumed that it would be a factor of about 40 for 
every kilogram transported. It would be about 40 kilograms of 
packaging. 

Senator Anperson. Put it another way. It is going to weigh about 
50 tons, isn’t it—this core? You are going to have to put in a lead 
coffin ? 

Dr. Pirrman. No, sir; cores are weighing of the order of about 
25 tons. 

Senator Anperson. The weight of the PWR reactor is 25 tons and 
you are going to build one bigger than that, so how can you figure it is 
going to weigh the same? 

Dr. Prrrman. When we made these estimated calculations, sir, it 
was based on cores like the Yankee core which is roughly 24 tons or 
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25 tons. They may be bigger, but the thing that is important on 
shipping is not in tons in core, but tons that are shipped per year yield. 

Senator Anperson. How much lead sheeting would you have to put 
in? How much in the lead coffin ? 

Dr. Pirrman. For every ton that we ship, we are estimating 
think on the high side—about 40 tons of shipping material. 

Senator Anperson. This weighs 25 tons. 

Dr. Prrrman. We have been shipping 15 or 25 tons a year, sir, for 
each reactor because 25 tons stay in there for somewhere between 114 
or more years depending on the type of reactor. 

Senator Anperson. You are going to bring it back from Europe. 
How big is the packaging going to be that lands in the New York 
Harbor? Is it going to weigh 150, 200, 250 tons—this lead coffin ? 

Dr. Prrrman. We will not ship it back all in one package. The 
reactors are discharged segmentally. We don’t discharge a whole 
reactor at once. We move charges from the outside to the inside, take 
the inside charge out and ship that. What we try to do is to keep 
it cooling in Europe long enough so there would be more or less uni- 
form shipment and shipment would be of the order of 16 tons per 
reactor per year. If you assume 6 reactors, let’s say, roughly 100 
tons per year of fuel element that would be shipped back to this 
country. It wouldn’t come all at once. 

The casks we are using in this country in shipping weigh about 
70 tons per cask. I think we ship about 250 of these casks per year 
full of U-235 mostly from one of our production plants. 

Senator Anperson. Has the cost of transportation been figured ? 

Dr. Prrrman. It is estimated the transportation and insurance to- 
gether at three-tenths of a mill per kilowatt-hour. 

Mr. Ramey. Does the guaranty cover any of the transportation and 
chemical reprocessing ? 

Dr. Prrrman. Instead of jumping to that question, Mr. Ramey, 
could I go on and be sure I have covered the first point about how we 
established the guaranties because this is the only place in this whole 
program that the cost of conventional power in Europe comes into 
any importance at all in determining what guaranties we had to 
give in order to make the program attractive to the utilities. Hav- 
ing once established this level and by the procedure and using the 
assumptions that I mentioned on the capital cost, interest and trans- 
portation, burnup, plutonium production and the like, we established 
that if the utility would pay for the stainless steel element to be used 
in these types of reactors no more than $100 per kilogram for the fuel 
element; that is 10,000 megawatt-days per ton—if he got that kind of 
life for that kind of a price he would then be getting power, granted 
costing more than conventional power, but not enough more so that 
we thought the utilities would not be interested in it. 

Senator Anperson. You used 10,000 





and I 





Dr. Prrrman. Ten thousand megawatt-days per ton and costing no 
more than $100 per kilogram of uranium contained in the fuel. 

Senator ANperson. Can you tell us anyplace where we have done 
better than 3,000 megawatt-days ? 

Dr. Prrrman. May I come to that? 


Senator Anperson. If you can’t do it at 3,000, will you try at 
1,800 ? 
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Dr. Pirrman. You have two questions. I will come to both of 
these. 

The first thing we had to do was to establish a figure for cost and 
life that would allow the utility to come into this program with assur- 
ance as far as fabrication is concerned that variability would not run 
his cost more than roughly 12 mills. Let me say we are not guar- 
anteeing capital cost of the plant. This is completely the responsi- 
bility of the utility who is buying that. We assume it will be $350 
per installed kilowatt. We are not guaranteeing that. We think 
this is a reasonable cost and the people over there think it is a reason- 
able cost, but it is not something we are guaranteeing. There is no 
guaranty. There is no United States money going into the capital 
cost of this plant at all. 

Senator Hickentoorer. If it costs $500 a kilogram 

Dr. Prrrman. They pay that if it costs $500. We do not. We 
have no guaranties at all of any capital item. 

Mr. Ramey. Although some of this is backed by a loan. 

Dr. Prrrman. Up to $150 million. That was the assumption that 
was made in here. There is no guaranty on the operating cost. We 
are saying that we estimated it “would cost 2 mills for maintenance 
and operation. In normal electrical practice, I think it is roughly a 
mill per kilowatt-hour. We said we are estimating that it would be 
the 2 mills per kilowatt-hour to make these calculations that gave us 
a basis for establishing the levels. We are not guaranteeing saa 
nance and operating costs in any respect at all. If it turns out to be 
twice as many people are needed to operate it, as we and they jointly 
had thought it might be, they stand full responsibility for the number 
of people, the number of hours of maintenance, the down time that 
results because of such maintenance. We are not making any guar- 
anties with regard to that. 

In determining the fuel cycle itself, if you will look on page 40, 
you will see a total mill per kilowatt-hour of 4.2 mills—fuel- cycle 
cost. They are made up of six different figures. 

The only thing we are guaranteeing in our guaranty program on 
that page is the 1.5 mill for the fabri cating cost. We do this by 
establishing that the utility will pay no more than 0.01 for a kilo- 
gram for uranium he puts in the reactor, and it will last at least 10,000 
negawatt-days per ton. Taking those figures, that will give you 1.5 
mills. 

I promise I will give you the answer to the other question, sir. 

Senator Anperson. I just want you to be able to tell me where 
we get that. 

Dr. Prrrman. I am coming to that. I think I told you how we got 
the $100 and the 10,000 megawatt-days per ton. 

Senator Anpgerson. What you had to get in order to be able to sell 
this deal. 

Dr. Prrrman. Precisely. 

We are guaranteeing 1.5 mills as the cost of fabrication. We are 
telling them we will reprocess their fuel at a cost no greater than 
we have offered to domestic fabricators in this country. This is 
estimated at 0.3 of a mill per kilowatt-hour. We are not guarantee- 
ing that. We are saying if we raise our price in this country , we 
will raise our price on them. We are essentially saying it is $15,300 
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per day. That is domestic price for processing for fuel. Using that 
figure it computes to about 0.3 of a mill for a kilowatt-hour. 

Senator Anperson. Have we done some of that so we know what 
it costs? 

Dr. Prrrman. Of course we have processed an awful lot of fuel in 
the various plants throughout the country. 

Senator Anprrson. Does that that check with the cost develop- 
ment ¢ 

Dr. Prrrman. This figure of 0.3 is based on costs that we are 
quoting domestically. 

Senator Anperson. Based on our costs ? 

Dr. Prrrman. Based on our fuel-cost recovery procedure; yes, sir. 

Senator Anperson. “Procedure,” but is it based on our costs? 

Dr. Prrrman. Do you want me to go into how we determine the 
$15,300 a day ? 

Senator Anperson. This 0.3 mill, is it based on our cost or assumed 
cost ¢ 

Dr. Prrrman. The 0.3 mill per kilowatt-hour is not an assumed 
cost. It is the cost that will result from the processing in this coun- 
try at the prices that we are quoting now. It is not an assumed cost. 
These prices 

Senator AnpE rson. I know the prices we are quoting them, but is 
it what we pay for it? Is it our cost? 

Dr. Prrrman. It is what the domestic utility will pay 

Senator Anperson. Is that what the AEC has to oat 1 in tie way 
of cost ? 

Dr. Prrrman. When we originally determined that $15,000 per 
day chemical-processing cost, it was based on the AEC recovering its 
full cost. Yes, sir. We do not expect to lose any money by this pro- 
cedure. There is no subsidy of any type in this chemical- -processing 
cost—in this 0.3 of a mill. I am coming back to the guaranties in a 
few minutes. We do not expect to lose money on every ’ kilogram that 
goes through for that price. 

Mr. Ramey. You may be making a little money. 

Dr. Pirrman. We may be making a little money; yes, sir. I expect 
we can do it a little cheaper than the $15,300 a day. 

Similarly, on the conversion of UNH to UF,, which is a product 
of a chemical-processing plant, we have put that at 0.1 mill. This is 
based again on our quoted price to domestic reactor operations, and we 
have told the Euratom people that we will give them the same price. 

The transportation and insurance is based on our best estimate of 
the cost of transporting this material, assuming that it takes 40 tons 
of shielding for every ton of uranium that we transport and making 
the best guess that we could—I hate to use this word “guess,” but we 
don’t have firm quotes from shipping companies, but, i in talking to 
people who are supposedly expert in the field of transportation and 
asking them to determine the price—this 0.3 mill is that figure. 
Again, it is not anything that we are guaranteeing. We are not guar- 
anteeing that. Euratom is paying that. 

On the plutonium credit of 0.9 mill, the only thing we are telling 
the Euratom people is, for every gram of plutonium they deliver to 
us, we will pay them $12 a gram. We are not guaranteeing they will 
have 80-percent conversion. If it amounts to 70 percent, they don’t 
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get as much plutonium. They don’t get as much plutonium credit. 
If the burnup is greater than we assumed—up on the second line—we 
do not guarantee it will be 2.3. It may be more than 2.3. If it re- 
quires a bigger inventory of fuel, which we estimated to be the amount 
of fuel in the reactor plus 1% times the inventory of the experi- 
mental reactor, then the costs we have estimated for fuel inventory 
will again be larger. We do not guarantee those. Those are strictly 
the responsibility of the European utility to cover. 

I am sorry I have been so long wittied, I thought it was necessary. 
What I have tried to get to at this point is that, using conditions as 
they exist in Europe, we determined the guaranties that were neces- 
sary in order to make this program go; namely, the $100 per kilogram 
for fabrication, the 10,000 megawatt-days per ton. In the course of 
determining that, we wanted to determine whether or not we felt this 
was a reasonable guaranty. We didn’t want to be guaranteeing $100 
when the best you might expect during the courses of this program 
for the industry to do would be $1,000. We didn’t want to guarantee 
10,000 megawatt-days per ton on the life of element, when the best 
you might expect would be 1,000 megawatt-days per ton. 

The next point I would like to go into is reasonableness. Please 
remember, these guaranties do not “make nuclear power competitive 
with conventional power. All they do is to put a ceiling on it which 
is somewhat higher than the conventional power in Europe. 

I think, taking the elements where we have given a guaranty—oxide 
elements clad in stainless steel or in the zirconium—that the experience 
we have had to date in test loops in various and sundry tests around 
the country have clearly shown the expected life expectancy of these 
elements is well beyond 10,000 megawatt-days per ton and may be on 
the order of 15,000-20,000 megawatt-days per ton, and I think we have 
submitted some information to you, Mr. Ramey, on this. I am sorry 
I don’t have it with me. However, some of the technical evidence we 
have indicates that 18,000 to 20,000 megawatt-days per ton is not a 
bit unreasonable for the expected life of oxide elements clad in zir- 
conium or stainless steel. 

Senator Hickentoorer. If they do exceed the 10,000 hours, would 
that bring the kilowatt cost down ? 

Dr. Prrrman. Yes, sir. The way we have given the guaranty of 
10,000 megawatt-days per ton is this. If the ‘utility, i in operating a 
plant, can stretch this and get 18,000 megawatt-days per ton, whereby 
the cost of electricity from that core is « :onsider ably less than it would 
be if they had only gotten 10,000, we have in here a provision where, 
under conditions like that, we will share on a 50-50 basis with the 
saving resulting from a decrease in costs. 

Senator Anperson. Would you tell this group now that the figures 
you have just been using are not based on operational data of a single 
core anywhere in the world, but are based upon loop tests—upon hones 
and aspirations / 

Dr. Prrrman. I am sorry; sir. 

Senator Anperson. We can’t show where anything runs anything 
like that. 

Dr. Prrrman. We can show where elements of this type—or proto- 
type elements of this type clad in zirconium and stainless and where 
the element is oxide have lasted in loops and in test reactors within 
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the ranges we are talking about, and I predicated my whole remark 
on that for a much longer time than even 10,000 megawatt-days per 
ton. 

Senator Anperson. No American manufacturer will guarantee over 
5,000 megawatt-hours. 

Dr. Prrrman. Sir, I think American manufacturers have given us 
evidence that they will guarantee over 5,000 megawatt-days per ton. 

Senator ANvERsoN. Then w hy don’t you require them to do it before 
they can participate in this program? You let them in without » 
guaranty. 

Dr. Prrrman. No, sir, we don’t, and I would like to find it, if I may. 

Senator Anprrson. I read it. I don’t think it is a guaranty. If you 
think it is, I will let some of the lawyers talk about it. 

Dr. Prrraan. Let me come to that in a minute. I will lead into it 
with another discussion. You asked the question, “Is anybody willing 
to guarantee today 10,000 megawatt-days per ton?” We have state- 
ments, to begin with, from some of the major fabricators that they 
are perfectly willing to guarantee 10,000 megawatt-days per ton. 

Senator Anperson. May we have those names for the record? We 
haven’t been able to find them. 

Dr. Prrrman. I think we have given you all of the information on 
the subject, but, if we haven’t, I will give it to you for the record. 

Senator Anperson. You check our records and see if you find any 
fabricators who offered to guarantee that. 

Dr. Prrrman. Some of the guaranties that we have gotten—and I 
can make these available to you—some of the guaranties that we know 
about are, certainly, well above 10,000 megawatt-days per ton. There 
are guaranties in this country for some fuel elements going into 
reactors now being built which do run higher than 10,000 megawatt- 
days per ton. 

Senator Anperson. In eee for example? 

Dr. Prrrman. I am sorry. I don’t recall. I would rather not be 
quoted, because I don’t remember the figure. 

Senator Anperson. You have made the statement there are some 
higher. Ifthey are, which are they ? 

Dr. Prrrman. If they haven’t been supplied, we will supply them. 
I don’t recall which one does which. That is the reason I don’t want 
to goon the record that way. 

Senator Pastore. If this performance has proved out scientifically 
to your satisfaction then what would have to happen for us to be liable 
under our guaranty ? 


Dr. Prrrwan. All right, sir. That would be the next point I would 
like to take up. 

Representative Horirretp. Before you leave that point, may I ask 
this question? Do we have a record of actual operation either of the 
Nautilus or of Shippingport which would give us any kind of average 
radiation level for the cores which we have actually operated ? 

Dr. Prrrmuan. The Nautilus experience, sir, would not be applicable 
because that does not have an oxide element. Shippingport has not 
been running long enough to have passed these points. Senator An- 
derson is per fectly right. We have no experience on a large scale in 
operating reactors that take this. That is the reason the manufac- 
turers are not willing today to guarantee as high as they and we both 
agree will eventually be the life of these reactors. 
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Senator Anperson. In working on this project you probably came 
across the negotiations the American manufacturers had with Bel- 
qe. My information was that the project ran into difficulties as 

ar as American manufacturers were concerned because the British 
manufacturer made a better guaranty than we made. 

Dr. Pirrman. I am sorry, sir. I can’t comment on that. 

Mr. Ramey. I think one problem here is that in the last year fuel 
element fabrication technology and the guaranties offered by manu- 
facturers have been moving very fast. Dr. Zinn commented that 
some of these very recent bids are coming down and so on. He isn’t 
a fuel element manufacturer, but he has been dealing with them. 

Dr. Prrrman. I think the information we have about experimental 
evidence on these types of fuel elements is available to the manufac- 
turers. In our opinion—and I think the fuel fabricators agree—it 
will not be very long before the experience that will be gained in 
actual operating reactors will be enough to allow the fabricator to go 
ahead and make these guaranties. Until such a time as such experi- 
ence is available, there is an uncertainty. That is the very thing 
we had to overcome by putting in these guaranties. In our opinion 
guaranties of 10,000 megawatt days a ton are perfectly reasonable 
guaranties for these types of elements and reactors. 

Chairman Duruam. Is private enterprise willing to guarantee these 
things to us if we are going to guarantee them to somebody else? 

Dr. Prrrman. Private enterprise is willing today to make guar- 
anties of the fuel elements that will be in the reactor they will sell. 
The extent of guaranties— 

Senator Anperson. On what authority do you make that state- 
ment ¢ 

Dr. Prrrman. Because they have made guaranties. Signed bids 
are guaranties. Edison Volta has a guaranty. There are guaranties 
by the companies furnishing fuel elements in this country. 

Representative Parrerson. You were going to say the extent of 
the guaranty. 

Dr. Prrrman. The extent of the guaranty as of this moment is not 
ecaul to—in most cases—10,000 megawatt days that we are willing 
to guarantee. That is the reason we had to establish this because 
there will never be a project if we have to depend upon the particular 
guaranties that are available today and guaranties can’t improve 
until there are projects on which you can base experience to improve 
these guaranties. : 

In setting up the standards on which these reactors will be selected 
one of the major features will be minimum standards for guaranties 
that will be acceptable from the manufacturer. We don’t want to 
say that we would accept no project where a manufacturer gauaranteed 
less than 7,000 megawatt days per ton beause this might throw out 
otherwise perfectly good, or even better, proposals. But we will 
establish criteria. We will establish, and have agreed in the discus- 
sions to date that an important criterion in the selection of the project 
will be, the extent to which the manufacturers will give guaranties. 

I will wait until Senator Pastore comes back. Senator, I am finally 
getting to your question. 

I have just pointed out that one of the primary criteria in the selec- 
tion of reactor projects will be the extent to which manufacturers, fuel 
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fabricators will make guaranties with regard to life and also the cost 
of the fuel elements themselves. They will be standards put out by us 
and Euratom as part of the criteria that they will publish. 

Chairman Durnam. Why did we have to get into all of this? It 
looks like we could have arrived at this very simply without getting 
into all of these other things. 

Dr. Prrrman. I mean standards, sir. We could arrive at standards. 
We might very well have said we will not accept any project where the 
manufacturer guarantees less—and maybe use a figure like 7,000 
megawatt days per ton 

Chairman Duruam. Assimple as that. 

Dr. Prrrman. And $120 as an example. It would be that simple 
and it may well turn out this will be the criteria we establish. The 
problem is that if you do that, you might well prevent the smaller 
companies who are not quite ready yet to do that from getting into 
the program. We really were on the horns of a dilemma. This we 
have discussed and you brought out in the hearings the other day. If 
you set a guaranty that is a reasonably high figure for the manufac- 
turers to meet, then I think you are certainly going a long way toward 
making the big companies the only ones who get these jobs. 

On the other hand you have got to have some level and we recognized 
this and clearly stated in the memorandum of understanding that one 
of the criteria would be the level the manufacturers would guarantee 
both with regard to cost and with regard to fuel elements—fuel life. 

Senator Pastore. Could I put a question in the reverse ? 

Dr. Pirrman. Yes, sir. 

Senator Pasrore. If it is true that the cost of conventional power in 
Europe today is about 10 mills; if it is true that Euratom is willing 
to pay about 1.5 mills over and above conventional costs in order to 
experiment with atomic power and if it is true that we have already 
proved out the life and the burnup of our fuels to the extent we can 
guarantee this 10,000 megawatts per day then you are saying to us, 
“Today we have reached a level in the development of power by atomic 
energy that in Europe it will cost only 1.5 mills more than the use of 
conventional fuel.” Are you? 

Dr. Prrrman. Not quite, sir. What we are saying is that it is a 
reasonable expectation that in a very short time manufacturers of fuel 
elements in this country will be able to make guaranties that are equiv- 
alent to or better than ours. It has not reached it. That is why we 
had to establish this level in order to give it a stability that it doesn’t 
yet have and won’t have until the manufacturers have a chance to get 
some operating experience. 

Senator Pastore. If it is true that it costs 10 mills per kilowatt-hour 
to produce current by conventional fuel and they are willing to pay 
1.5 mills more for this kind of power, let’s assume it is estimated the 
reactor we are talking about will produce this current at 14 mills per 








kilowatt-hour, but it proves out that it actually costs 20 mills per kilo- 
Far how Do I make myself clear? What is the extent of our guar- 
anty ¢ 

Dr. Prrrman. The only guaranty we have made is that the fabrica- 
tion of the fuel will be no more than $100 and the life will be no less 
than 10,000 megawatt days. 

Senator Pastore. Regardless of what else it could cost ? 
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Dr. Prrrman. Regardless of what else it costs. Therefore the extent 
of our liability depends upon what fraction of 10,000 megawatt days 
per ton the fuel fabricator will pick up. If he says he will pick up 
10,000 megawatt days per ton, then we have no liability on this 
particular point. If he says it costs $110 and we guaranteed $120 then 
we do have liability for that core of $10 a kilogram. 

Chairman Duruam. If you reach the point where it is meeting 
the price of conventional power, that is all right ? 

Dr. Prrrman. No, sir; it has nothing to do with reaching the price 
of conventional power. 

Chairman DurHam. What we are guaranteeing is above the price? 

Dr. Prrrman. Above the price so where we get out of it is at such 
point as the United States fabricators are able to make guarantees 
that are as good as the guarantees we have made. Then we are out 
of it. 

The $90 million is an estimate based on our best technical, if I may 
use the word, judgment of what will be the irradiation levels that 
we might expect industry to guarantee when they have a good-sized 
program. Here we have defined some of the ground rules under 
which they can make these determinations and under which they 
know we are going into a program and a million kilowatts in the 
new few years, in other words, is a fairly good-sized program. 

We felt and we made calculations on the basis that it was not 
unreasonable to assume the manufacturers’ guarantees would not be 
below 7,000 megawatt-days per ton. We made that assumption. We 
made the further assumption that it is reasonable to assume the 
stainless steel element—that when this thing settles down it is not 
unreasonable for the companies to expect the cost will not be greater 
than $120 a kilogram instead of $100. 

We made the one further pessimistic assumption that the results of 
the research and development program which we have been talking 
about—$50 million, 5-year program—from both sides—$100 million 
research and development program would not in any way affect the 
cost of fabricating elements and of extending the life. 

What we have said is that the guarantee of 7,000 megawatt-days 
per ton and $120 per kilogram was the base price above which, 
excuse me—I would like to restate that. What we have said is that 
assuming the manufacturers will guarantee 7,000 megawatt-days per 
ton and not charge more than $120 kilogram and further assuming 
there will be no improvement for the full 10 years, we calculated 
the obligations we would have if we had to raise the $120 up to $130 
and raise the 7,000 up to 10,000. This, roughly, the way we cal- 
culated it is $60 million. As I say, it is incredible to think you 
could have a situation where the guarantees would not be increased 
and the cost would not be decreased. 

Senator Pastore. Could there be other elments that would actually 
result in the kilowatts costing more than what it is estimated? 
Assuming you did live up to the warranty of 10,000 megawatts per 
ton and assume actual performance. Here in Europe they are will- 
ing to pay 1.5 mills more than they would through conventional fuels. 
Assuming you can live up to this performance, could there be some 

other elements which would result in the kilowatts costing more than 
1.5 and if so, who assumes that risk ? 
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Dr. Prrrman. There could be other elements that could result in 
the total cost of electricity—mills per kilowatt-hour being greater 
than the 1.5 mill differential. 

Senator Pastore What are those elements? 

Dr. Prrrman. (1) The cost of reactor was greater than the $350 per 
kilowatt. (2) That it took more operators than the number we 
thought. (3) That the plutonium that they produced for every gram 
of U-235 that they burned up was less than the 0.8 conversion factor 
which we used based on our best knoweldge of the reactor. Every bit 
of that is their responsibility. 

Senator Pastore. I am set straight. 

Senator HickeNtoorer. If the fuel elements reach the 10,000 mega- 
oe or exceed it, would any of this guarantee money be called 
upon ? 

‘ “y Pirrman. No, sir; in fact if it exceeded it we would get some 
ack. 

Senator Hickentoorer. What would we be putting up? 

Dr. Prrrman. None. 

Senator HickenLoorer. How would we get it back if we didn’t put 
anything up ? 

Dr. Prrrman. That doesn’t lend itself to a positive answer. Let’s 
take an example. It usually helps. Suppose the cost of fabricating 
these elements is $110 instead of $100, but the elements actually last 
12,000 megawatt-days per ton. We would still under these guarantees 
be responsible for the difference between the $100—and not the $110 
it cost but whatever it cost equivalent to actual life—12,000 mega- 
watt-days per ton. In this case I don’t think we would be responsible 
for anything—in the particular example I have chosen. 

Senator HickENLOopER. Suppose every assumption you have made 
in these calculations is at least equaled or exceeded from the favorable 
standpoint. Would we, outside of research and development, have to 
put up a dollar? 

Dr. Prrrman. Not one thin dime, sir. 

Senator Hickenwoorer. If it turns out that you have been more 
pessimistic than optimistic in your assumptions and it proves out all of 
these factors are equal to or less than you have assumed, then we would 
not be called upon to put up a dollar of the guarantee. 

Dr. Prrrman. That is right. 

Senator Hickenoorer. It would not invade this sum we have guar- 
anteed. Isthat correct? 

Dr. Prrrman. That is correct. This $90 million figure we have 
come up with isa figure that assumes extremely pessimistic conditions ; 
namely no improvement over the 10 years, only 7,000 megawatt-days 

er ton from the manufacturer, and I think it was $120 they assumed 
or the whole period of time. 

Senator Hicken.ioorer. Do I understand this $90 million then to 
be a standby ? 

Dr. Prrrman. It is contingent liability. 

Senator Hicken.oorrr. A contingent fund as against the possi- 
bility that the figures we have used and they have used in their cal- 
culations may be overly optimistic and may fall below 

Dr. Prrrman. Only certain of the figures. 

Senator Hicxen.oorer. I understand, but the figures that are 
applicable. 
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Dr. Prrrman. Those three things. 

Senator Hickentoorer, If the figures that are applicable to the 
guaranty are overly optimistic and the costs one way or another. 
either nonperformance or failure to perform, expected from some of 
these things are not as good as expected—it is a contingent liabilit 
against that possibility. If it equals or exceeds the optimum which 
you have set up here—— 

Dr. Prrrman. That is the $120 and the 7,000-——— 

Senator Hickentoorer. Then the contingent liability would never 
be called upon. 

Dr. Prrrman. And we may or may not get back some of the money 
depending on what we put in. 

Senator Hickentoorer. Do we contemplate on advancing money 
other than research money which is contained here? 

Representative Hoitrievp. Section 3. 

Senator Hicken Looper. Section 3. 

Dr. Prrrman. That we would expect to make 

Senator HickenLoorer. We are out of pocket on that. 

Dr. Prrrman. On this we are paying for research and development 
and they, in turn, are putting in an equivalent. 

Senator Hicken Looper. We are putting in dollars and they are 
putting up a theoretical—— 

Dr. Prrrman. Equivalent. 

Senator Hickentoorer. Substantially equal expenditures on their 
part, but as far as section 4 is seaman I would like to get this 
very clear in the record—it is not a definite expenditure of money. 
It is a contingent liability against the estimate which we have made 
here in figuring this deal out. 

Dr. Pirrman. That is right. It is a contingent liability against 
the possibility that the fuel elements that are sold to these reactors do 
not last 10,000 megawatt days per ton and do not cost equal to at 
least $100 per kilogram. 

Mr. Ramey. The basis of your estimate was 7,000 megawatt-days. 

Dr. Prrrman. The basis of the $90 million 

Mr. Ramey. The basis of the $90 million was 7,000 megawatt-days 
and $120 on your stainless steel. 

Dr. Prrrman. I think this is right. If I am wrong on the 
figure 

“Darrnaitetive Howtrie.p. It would take that much if you only got 
7,000. 

"Dr. Prrraan. If you only get 7,000 and they continued to cost $110 
and you only got $100—that is what the fabricators have guaran- 
teed—it would not cost us any more. Suppose it only reached 2,000, 
the fuel fabricator would pay between 2,000 and 7,000-—— 

Senator ANpEerson. Where does he guarantee that ? 

Dr. Prrrman. That is the guaranty we are going to insist the 
fabricator make before he is eligible under this program for accept- 
ance, sir. 

Senator ANperson. Where is that in the bill? 

Dr. Prrrman. It is notin the bill. 

Senator Anperson. Would you mind putting it in the bill? 

Mr. Ramey. I think you set up standards—— 

Senator Anperson. Would you mind having it put in the bill? 
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Dr. Prrrman. I would certainly see no objection to — a state- 
ment in the bill, if you gentlemen thought it would help, to the effect 
that one of the criteria for determination of eligibility under this 
program would be the extent to which the manufacturer is fee 
to guarantee. Certainly it is our intent. I would hope you woul 
not put 7,000 and $120 in because I think that would freeze the pro- 
= right at the beginning and keep people out who otherwise ought 
to be in. 

Senator ANpEeRson. We do plan to go below 7,000. 

Mr. Frozere. I have a suggestion to answer your question. 

I suggest you actually put the $90 million in the bill and put the 
way the $90 million was derived in your report. 

enator Anperson. Will you give us the way the $90 million is 
derived ? 

Mr. Froserc. If we haven’t given it, we can give it to you. 

Dr. Prrrman. Sir, may I show you how we valonlnts against the $90 
million, assuming it is a ceiling 

Mr. Houtrretp. Before you go into that, I went into this very 
very thoroughly with Dr. Pittman and some of the others. The 
one thing they pointed out—and I was the one who suggested we have 
a top liability of, say, 20 or 30 percent fuel life—was that if you do 
that at the present time it will freeze the business into a very limited 
area of fuel manufacturers who are willing to guarantee up to 70 
percent and it might preclude bringing into existence a reactor which 
would be more experimental, let’s say, or less proven—if you want 
to us the word “proven”—than the PWR and the BWR. This would 
in effect channel this into the PWR and the BWR which would be a 
limited number of concerns. 

Senator Hicken.oorer. I can see that. I think you would have to 
be cautious in writing into the statute any frozen figure. They would 
all shoot for that figure. 

Dr. Prrrman. There are other safety valves on this. Remember 
the fabricators who are trying to get into this program are also trying 
to get into other programs. We will have asa condition of acceptance 
of contracts with the fabricators that they give us as good a guaranty 
as they give anybody else. They are in a completely competitive 
world outside of Euratom, even if you assume they aren’t inside. 

Senator Hickenwoorer. I would like to see reasonable safeguards 
in there on these low limits—some place protected, but I admit if you 
freeze the terms of the contract into statute you lose your negotiating 
and your trading possibilities. 

Chairman DurHam. You freeze your research too in a sense. 

=, Hicxen oorer. I think we might be able to work out some- 
thing. 

Dr. Prrrman. There might be somebody who has a real good ele- 
ment but who was not quite ready because they didn’t have funds to 
back it to the 7,000. He wouldn’t be eligible, which I think would be 
wrong. 

(Off-the-record discussion. ) 

Senator Anprerson. No place have I found anybody who would 
multiply one by another number and come out with $90 million. Will 
you start out with whatever you start out with and end up with the $90 
million so we can pick your arithmetic to pieces. 
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Dr. Prrrman. We can show exactly how we arrived at the $90 
million. 

Senator Anperson. So far this hasn’t been submitted. 

Dr. Prrrman. [thought we had. If we haven’t, we will. 

Mr. Ramey. How would that work when you start to get near this 
$90 million limitation ? 

Dr. Prrrman. That is the thing I would like to tell you about at this 
point. We were assuming that the $90 million, if it passed, is a ceiling 
on the total amount of money that we can obligate in this program. 

Representative Hoxirretp. You are limited to those reactors in the 
first 10 years of the program. 

Dr. Prrrman. The whole program is this million-kilowatt program 
and the extent to which we obligate funds under guaranties is for the 
$90 million if this legislation passes. How will we work this? When 
we get a project from the utilities, one of the things the fabricators 
will tell us is the extent to which they are willing to guarantee their 
fuel. Before we ever get into this, undoubtedly we will have estab- 
lished some criteria on which will either toss it out or accept it. 

Just to get some figures, let’s assume that the first one that came in 
is a 200-megawatt reactor—200 electrical megawatts. Let’s assume 
further that the fuel fabricator has been willing in that first core to 
give a guaranty of only 7,000—let’s say, 7,000 since that is within our 
criterion—and it costs $120 a kilogram to manufacture this. We will 
use those 2 figures and we will calculate the total liability the AEC 
would have on the assumption that every element for the next 10 years 
fails at this particular point. We have to make up the difference. I 
think this is a very pessimistic assumption. We would then earmark 
against this $90 million the number of millions that that brings out. 
It is pretty obvious if we want a million kilowatts and if we have 
calculated the $90 million on the basis I told you that we can’t get 
very far below 7,000 and above $120 and get enough reactors. So that 
is the procedure we propose to use, but again I think a certain amount 
of flexibility is absolutely essential or you will be putting out per- 
fectly good reactors that might really advance the art. 

Senator Hicken Looper. Let’s assume you can get a fabricator who 
will guarantee the element for the 10,000 megawatt-days and says he 
can furnish them for $100. If he does that and gets that all the way 
through this program, you would never have to call on the $90 mil- 
lion for asingle nickel. Is that correct? 

Dr. Prrrman. Not quite, sir, because we have offered one other little 
insurance policy. We have said even in those cases where a United 
States fabricator has met our guaranties on fabrication and fuel life, 
but has not given guaranties with regard to the chemical processing 
aspect of this—and I will explain how this could come about in just a 
minute—we offered them an insurance policy. 

Senator HickeNLoorer. Who does this chemical processing ? 

Dr. Prrrman. We do the chemical processing. 

Senator Hicken Looper. Your producer doesn’t do it. Why is that 
element in there then ? 

Dr. Prrrman. Let’s assume for a moment that the fabricator will 
not guarantee anything except what he is fabricating. It will cost 
you $100 and he will guarantee that it will go 10,000 days per ton. 
That takes care of the fabrication. We have no guaranties on the fabri- 
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cation. It only meets 8,000 megawatt-days per ton. The fabricator 
will furnish another one at 80 percent, but the utility, because he has 
had a failure below 10,000 megawatt-days per ton, is going to have to 

ut a little more material through chemical processing than he would 

ave had to if it had lasted the 10,000. So we have given him an option 
of an insurance policy. He is really buying an insurance policy even 
though we are not guaranteeing the fabrication or the lifetime. It 
says in the event of failure of these elements at points below 10,000 
megawatt-days per ton, we will prorate the chemical processing charges 
for that so he won’t have to pay any more. 

Senator Hicken.oorer. Why wouldn’t that be part of the manu- 
facturer’s liability ? 

Dr. Prrrman. The whole theory is they are guaranteeing what they 
are doing. They are fabricating. They guarantee the fabrication of 
the element. We are talking to some of these people. There is a 
chance, although I wouldn’t want to be held to this, that the fabricators 
will also pick up the guaranty on the chemical processing so they will 
say, “We have a package here,” to the utility. We guarantee fabri- 
cation, chemical processing, extra chemical processing charges that 
result if you had failures, and extra transportation charges, 

Chairman Duruam. How are you going to do that? 

Dr. Prrrman. They would pay us. 

Senator Hicken Looper. Pay the Government. 

Chairman Duruam. I thought there wasn’t anybody making guar- 
anties. 

Dr. Prrrman. Nobody has made a guaranty like that today. We 
have talked to 1 or 2 of the people in the business and they have said 
they would like to think about this and they really think they can. 

nator Pastore. Let’s say you guarantee 10,000 megawatt-days 
per ton and let’s assume it should prove out to be 8,000 and in the same 
reactor later on with the second set of fuel rods it goes up to 12,000 
instead of 10,000, do we hedge off ? 

Dr. Prrrman. Not inthesecond. That is right. 

Senator Hicken.oorrer. Do we get anything back in the second? 

Dr. Prrrman. We get half the difference back. There are two 
different ways. If we have paid out money because it cost more than 
$110, we get back half the savings to the extent we have physically 
put out money on that core. If we have given this insurance I talked 
about and they get better life, we get half to the extent that on that 
reactor on previous cores we had to put out money against this in- 
surance. If the first core, even though the manufacturer guaranteed 
10,000, failed at 8,000 and we had to charge them only 80 percent of 
the chemical processing charges because of our insurance and the next 
core went to the 12,000, the savings in between the 10,000 and the 
12,000 would be applied to the fact that we had spent some money 
in 





Senator HickenLoorer. But only half of your output. 
Dr. Prrrman. We keep on getting half until it is all back. 
Chairman Duruam. Would such an arrangement extend up to 10 
ears ¢ 
Dr. Prrrman. That is right, sir. 
Chairman DurHam. Both ways. 
Dr. Prrrman. Yes sir. 
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Senator Hicken.oorer. If the second core went to 18,000? 

Dr. Prrrman. If the second core went to 18,000 in that case we 
would undoubtedly come out whole from the second core. I haven’t 

res—— 

Senator Hickentoorrr. The formula would probably work out that 
way. Is that correct? 

Dr. Prrrman. That is right. 

Chairman DurHam. 10,000 megawatt-days means 1,000 kilowatts 

r day. 

Dr. Prrrman. Per ton. 

Senator Anprrson. Mr. Secretary, would you at some time com- 
ment “on some language that I tried to add to a resolution the other 
day? ‘The resolution set forth some whereases and then said: 

Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That pursuant to the provisions of sections 11 
(1) and 124 of the Atomic Energy Act of 1954, as amended, the agreement be- 
tween the Government of the United States of America and the European 
Atomic Energy Community (Euratom) signed at Brussels on May 29, 1958, 
and at Washington on June 19, 1958, concerning cooperation between the parties 
in programs for the advancement of the peaceful application of atomic energy 
be and hereby is approved. 

That is the ordinary language. I suggested the addition of the 
language for approaching an agreement that isn’t final and which 
might relieve people’s minds a little bit might be: 
but such approval of said agreement shall not and does not include approval of 
the memorandum of understanding or any attachments appended thereto. 

No one could say we were involved in any of the provisions of the 
various attachments that came over when it first arrived at the Joint 
Committee. Everything was attached in one package. I think that 
was the thing to do but this language merely makes it clear that we 
aren’t buying over rthing and that what we are buying would be the 
first installment. Would you object to that? 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE— 
Resumed 


Secretary Ditton. I would think there would be no objection to 
that, Senator, provided that Congress also at the same time passed 
this statute. 

Senator ANDERSON. I agree with you there because when it has done 
that it is all over. All the reservations in the world won’t save you. 
It is all over when you pass that law. So what you have said doesn’t 
answer my question at all. 

Secretary Ditton. If your question is if the only action by Con- 
gress at this time is to pass a 124 agreement and say at that same 
time that we are not committed under any of the other things, I would 
think that would not be adequate to hold the European counries in 
this program. 

Senator Anprerson. That doesn’t answer my question. I probably 
didn’t make it clear. I know you are not satisfied if we just passed the 
resolution. It just could be though that is all that might get through, 
Congress being what it is. As Mr. Van Zandt said, some people are 
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in a little restless mood and somebody might say we are going to go 
out regardless of what the leadership or anybody else feels. T think 
it would be too bad to get out of here witheoet assing at least the 
resolution. That does indicate we are going whee’ with the program. 

You think it would be better to add something else and we won’t 
argue about that. I just asked, If we passed the resolution, would the 
State Department see any danger in adding that the approval of the 
agreement didn’t involve or include the memorandum of understand- 
ing and various other documents which were submitted along with it? 

Secretary Ditton. I think the whole question, Senator, is whether 
or not, as [ said originally, the Congress does enough to insure or to 
make possible that the European countries will stay with this prdgram 
and not go somewhere else. If Congress decides only to pass the 124 
agreement, it is our considered judgment that the chances are far 
more than even that the European countries may break out from this 
program. I think if it passes the 124 agreement alone with your 
language added, the risks might be somewhat greater than they would 
be if they passed the 124 with nothing because the European countries 
might consider that to be a further holdback. I think that is the best 
way I can answer that question. It is not a question of whether the 
State Department objects or not. We don’t object to anything. We 
are just trying to give you our best judgment as to what the effect 
of this would 4 on the partner with whom we have tried to enter into 
this agreement, the European Atomic Community (Euratom). 

Senator Anperson. Do you regard Mr. Kohnstamm as authorized to 
speak in any way for Euratom ¢ 

Secretary Ditton. I think he represents pretty well the feelings of 
the Commissioners and he is in a position to call up the Commis- 
sioners of Euratom on the telephone, which he does Sreaneatty: and 
verify anything that he is not certain of. 

Senator Anperson. Would you be willing to check with him to see 
if the statement you have nade about our just passing the resolution 
would cause a breakup such as you describe ! 

Secretary Ditton. Certainly I would be willing to do so. 

Off the record discussion. ) 

Secretary Ditton. We can easily ask him to inform us in writing 
if you like as to what the effect of this would be, and we can give you 
the letter. 

Senator Pastore. I believe we did not get Mr. Floberg’s suggestion 
on the modification of section 4. I think we ought to get that. This 
thing may turn out to be a little easier than we had thought. 

Chairman Duruam. We will go back to Mr. Floberg who had 
suggested some change in the language in section 4. 


STATEMENT OF JOHN F. FLOBERG, COMMISSIONER, ATOMIC ENERGY 
COMMISSION—Resumed 


Mr. Froserc. I was going to point out in the third line of section 4 
if the dollar sign figure there is going to be the problem 
Senator HickENLoorer. You mean line 4. 





Mr. Fiosera. I beg your pardon. The fourth line on page 2 of the 
bill as printed. 
Senator Pasrorer. Line 18 of the bill itself. 
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Mr. Fronere. Yes. That is where it says “the sum of $90 million.” 
It might be something like “such sums as may be required, but not to 
exceed $90 million.” I dont’ know if this accomplishes anything. 

Senator Anperson, It is the same thing. 

Mr. Fuioserc. I don’t think it is a very good suggestion either, 
Senator, but it seemed it might make some difference. 

Representative Hosmer. Why not put “such sums as required” and 
then have the report say 

Senator Anperson. That opens it up to $275 million. I would 
rather have it the $90 million. 

Mr. Fionerc. It would never be $275 million, sir, I am sure of that. 
This isn’t a very pointed suggestion. All I am trying to do is point 
out this is a ceiling figure in here. 

Senator Pastore. Could we do this? I am thinking out loud. I 
may be way off base on this. Could we write this up in such a way as 
not to show the $90 million as an authorization, but merely as a ceiling 
within which an authorization can be made for any part thereof de- 
pending on each instance that is presented? Do I make myself clear? 

Mr. Fiovera. Yes, sir; we thought about that. 

Senator Pastore. Here you are authorizing the appropriation of 
$900 million to create the fund. I wouldn’t create the fund. I would 
merely state the liability of $90 million as a ceiling and then say 
“any fraction thereof to be authorized by the Congress” to meet these 
guaranties whereby you would have an opportunity to find out just 
what we are doing and where we are going. Do you see what I mean? 

Mr. Fiosere. That would be fine, Senator, subject to just one thing 
that worries me. I have no objection to your principle. However, if 
we want to get this program rolling quickly this is the part of it that 
will mature quickly. If proposals start to come in to the Euratom 
Community of course they can’t be acted upon before the agreement 
for cooperation has gone through the congressional level anyhow— 
that may be reinforcement for your suggestion—but the problem is 
that these reactors will probably come in in a compressed period of 
time and these obligations will have to be assumed in a compressed 
period of time. 

Senator HickENLoorEerR. How soon ? 

Mr. Froserc. They obviously can’t come in before the agreement 
for cooperation is cleared. 

Senator Hicken.oorer. I mean how soon will they come into opera- 
tion ? 

Mr. Fronere. Operation is different from obligation. The only 
obligation that we have to assume is the start of the program that 
leads to the construction of the reactor. This obligation will be fairly 
early in the program even though it may never have to be paid. 

Senator Pastore. There is a point that you are making. I sub- 
scribe to that. Now, I have got to differentiate between obligation 
and the actual paying of it. 

Mr. Frosere. Correct. 

Senator Pastore. I am perfectly willing you become obligated. The 
thing that is rather—maybe this is not the right word, but it should 
be a strong word—obnoxious around here is creating these funds that 

‘an be dispersed without consultation of the Congress. I am perfect- 
ly willing to set up the obligation. I am willing to set up the re- 
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sponsibility, but when it comes to actual authorization within that re- 
sponsibility, I would like to see it authorized item for item and that I 
believe will overcome this objection. 

It is hard for me to illustrate but the thing we must understand 
here is that Congress is awfully jealous of delegating its authority 
away or creating funds that wilt dispersed without authorization 
of Congress in lump sums. That is the reason we don’t like to go for 
a 10-year period. We don’t like to go for a 15-year period. Con- 
gress feels its responsibility to the taxpayers and I think you will 
agree with that. 

If we set the obligation here that within a ceiling of $90 million 
you will be able to obligate to meet thus and so and that we would ap- 
propriate that amount of money or authorize as the instance arose, 
what could be your objection to that ? 

Mr. Fioserc. It would merely slow it down a little bit. 

Senator Pastore. You have to realize you are asking for some- 
thing unorthodox. 

Mr. Froserc. I have no quarrel with that, Senator. 

Chairman Durnam. What you are suggesting is more or less put- 
ting it on a line-item basis. 

Senator Pastore. That is right. I am setting a ceiling for the re- 
sponsibility, saying under what conditions we become responsible but 
as far as authorizing them to pay them money they have got to come 
back here. 

Representative Van Zanpr. Year by year. 

Senator HickenLoorer. Authorized to be appropriated from time 
to time. 

Senator Pastore. The language they could figure out. 

Secretary Ditton. No objection to your principle, sir. 

Senator Pastore. I think that would overcome one of the major 
objections to this. I quite agree with you. A mere resolution under 
124 strikes me as not being quite enough, Mr. Anderson. On the 
other hand, I quite agree with you that we ought to be consulted on 
all of these things. 

Senator Anprerson. We aren’t going to be consulted. You want to 
authorize $90 million. 

Senator Pasrorr. No; I am not authorizing. I am merely stating 
an obligation within $90 million. 

Senator ANnpsRson. Doesn’t it come back to the Appropriations 
Committee ? 

Senator Pastore. It has to come back here for authorization. Let’s 
assume we become responsible under one reactor for X dollars. They 
have got to come here and show us why and when it was so. 

Representative Parrerson. It is under our control. 

Senator Pastore. We have got to authorize it. Do I make myself 
clear? 

Senator Anperson. You have made a very good point, as far as I 
am concerned. We have been thinking for a long time we ought to do 
this on a deal-by-deal basis, but the commission didn’t want to do it 
that way. 

Senator Pasrore. After all, this is an early stage. Here we are 
giving birth to a brandnew program. We don’t know where we are 
going. It would be a protection to you. It would be a protection to 
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us. Let’s assume, for the first reactor, that our responsibility was 
$85 million. Don’t you think we ought to be looking at it next year? 
Let’s find out where we are going here. We haven’t the slightest idea 
of what this thing is apt to add up to. I am hoping it won’t, but 
let’s assume, for the first job we do, it takes one-half of the $90 mil- 
lion or the greater part of it. Don’t you think we ought to review 
the whole thing ? 

Chairman Durnam. Doesn’t this fall in line with our domestic pro- 
gram, to a certain degree, where we have to review them? 

Mr. Fvoserc. I see your point. Yes; to that extent, it is true. 

Mr. Ramey. This is sort of midway between authorization of each 
project by Congress and providing some sort of review of the basic 
type of arrangement or of, at least, the United States participation in 
the particular arrangement. 

Mr. Fioserc. I want to be sure we aren’t simultaneously getting 
authority and not getting authority to proceed with a particular 

project. 

Senator Pastore. We are stating an obligation. This means you 
have to sit down and think this out. It may be a hard job to write the 
language, but I think it can be done. The point I mean to make is 
to set the responsibility on the part of this Government up to $90 
million in such a way that we know what our responsibility and obli- 
gation will be, but, on the other hand, authorizing nothing, and leav- 
ing it to be authorized as the situation arises. 

Mr. Merzcer. Authorize up to $90 million to be expended from time 
to time on projects on a review basis is the idea to get at. 

Senator Hicken.oorer. Then you get away from the project-by- 
project suggestion. 

Senator Pasrore. Don’t you see what you are doing? 

Senator HickenLoorer. Personally, Suu go along with that idea 
myself, but I think we ought to get some agreement here. 

(Off-the-record discussion. ) 

Mr. Fiosnerc. If we could work out language that accomplishes that, 
I certainly would have no objection. 

Representative Horirreip. Let me direct a question to you, Mr. 
Secretary. Mr. Anderson suggested some language. I have two pro- 
visos here to attach, one of which might be attached to a resolution 
approving the international agreement. I am going to submit both 
of them to you and see what your reaction is. At the end of it: 
providing the terms and conditions of the agreements for cooperation are subject 
to further approval of Congress under section 124 * * *. 

Secretary Ditton. Under section 123. 

Representative Horirreip. Under 124 of the Atomic Energy Act. 
That is the same as we have this agreement before us now. 

Secretary Drixon. I don’t quite understand. 

Representative Horirretp. As each agreement for cooperation came 
up, it would be subject to congressional approval. 

Secretary Drion. There is only one agreement for cooperation. 

Representative Hoxirretp. You have an international agreement 
here, and then you will have a series of cooperative agreements, as 
I understand it. 

Secretary Dition. Only one. 
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Representative Hoiirtetp. Only one that will cover-—— 

Mr. Fioperc. What you are thinking of is that there will be in- 
dividual transactions under this agreement for cooperation?- Is that 
what you had in mind ? 

Representative Houirretp. Yes. Senator Pastore, I was asking that 
each one be authorized. All right. 

Senator Hickentoorer. Let me ask this question. Suppose this was 
adopted and the authorization of $90 million was made. How much 
would you go before the Appropriations Committee and ask to be 
appropriated ? 

Mr. Froverc. Nothing, until we needed it. Not until somebody 
had failed to meet a guaranty. 

Representative Parrerson. Could you exceed that $90 million? 

Senator Hicken.oorer. Not with the authorization limit. 

Mr. Ramey. Mr. Chairman, could I raise one question ? 

Could you live with an arrangement like we have under the domestic 
atomic-power program, which is the only pattern we know for develop- 
ing atomic power with private groups or public groups; namely, Con- 
gress would authorize your $90 million and your $50 million, but it 
would provide that each cooperative arrangement for each specific 
project would then have to come back to the Joint Committee for 45 
days with the basis of that project for review, just like we do on the 
Pennsylvania project and these others. The Joint Committee reviews 
them to see that they are in line with the program that you have devel- 
oped, and so on. 

Mr. Fionerc. I see grave danger in asking foreign utilities to submit 
their projects to our Congress, because they might ask us to submit 
our projects to their legislative bodies. 

Senator Anperson. Are they putting up on our projects? 

Mr. Friopnere. No, sir. 

Senator ANpERSON. That is the difference. We are going to put up 
$300 million. You let them come over here and put up $300 million 
and I will let them come and take a look at it. 

Senator Pastore. We are going far afield here. The responsibility, 
in large measure, under our constitutional framework is up to the 
administrative agency, which is the AEC. The only thing I object 
to in this legislation is that. we are delegating authority which funda- 
mentally betas to the Congress. If we can make that line of demar- 
cation and straighten ourselves out, I think we will have saved a lot of 
time. 

I don’t think you should have to come back here from time to time 
to say whether it ought to be a boiling water or a pressurized water 
reactor. I think that is a technical question that fundamentally ought 
to be decided by the experts in the AEC in order to carry out the 
program. 

But by the same token I don’t think the administration ought to 
expect us as a congressional body responsible to the people of this 
country to make blanket authorizations which will extend over a period 
of years under any setup which deprives Congress of authority of 
scrutinizing each one within its discretion and its responsibility. I 
think the crux of this whole thing is sections 3 and 4. 

I really think, gentlemen, that you have got to have something more 
than a plain resolution under 124 to accomplish anything at all because 
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after all we would be giving very little if nothing at all which would 
be obvious to our partners in this venture. This venture is either good 
or bad. If we don’t want to get into Euratom, it is very easy for us 
to say that we don’t care to get into Euratom. If we want to get into 
Euratom then because of the fact that we are here almost in the twilight 
of this session, the question is what do we have to pass which, of neces- 
sity, will keep our friendly relationship with these countries and do 
it in a way that Congress will accept. It is as simple as that. 

Chairman Duruam. You have made a suggestion now and they 
agreed with your language. It is getting late. It is 5 oclock. We 
will meet again Thursday morning at 10 o’clock. Work up some lan- 
guage and come back. 

Senator Pastore. Let’s say that you come in here next year and ask 
for an appropriation of $90 million to be set aside for this purpose. 
You can ask for that or you can come in here and ask for $2 million. 
I would prefer to state the obligation and then leave it that you will 
come in and ask for authorization to pay under any one of these 
obligations. 

Chairman Durnam. You have well stated it and I like your sugges- 
tion. Work the language over and see if we can get together here 
Thursday morning. 

Senator HickEen.Looper. I wonder if we can get some people to put 
their heads together about the language in section 4 and somehow rec- 
ognize the total limit of $90 million by picking the proper language 
that would say that from time to time any items as they might become 
obligations would be subject to individual authorization activity by 
the Congress at that time and appropriation as a result of it at that 
time, 

Mr. Froserc. That is what we will endeavor to do by Thursday 
morning. 


Chairman Durunam. Thank you very much. The meeting is 
adjourned. 

(Whereupon, at 5 p. m., Tuesday, August 5, 1958, the meeting 
was adjourned until Thursday, August 7, 1958.) 
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THURSDAY, AUGUST 7, 1958 


Coneress oF THE Unitep Srares, 
Jornt ComMITreeE oN ATomic ENERGY, 
Washington, D. C. 

The Joint Committee met, pursuant to call, at 10 a. m., in room 
F-88, the Capitol, Hon. Carl T. Durham (chairman of the commit- 
tee) presiding. 

Present: Representatives Durham, Holifield, Price, Van Zandt, 
Patterson; Senators Anderson, Pastore, Jackson, Hickenlooper, 
Bricker, and Dworshak. 

Also present: James T. Ramey, executive director; John T. Con- 
way, assistant director; David R. Toll, staff counsel; George E. 
Brown, Jr., and George F. Murphy, professional staff members. 
Capt. Nels Nelson, United States Navy, technical adviser, Joint Com- 
mitte on Atomic Energy. 

Chairman DurHam. The committee will be in order. After the 
discussion on Tuesday, there was some new language proposed for 
sections 3 and 4. Mr. Floberg, are you ready to discuss the new 
language suggested in sections 3 and 4? 


STATEMENTS OF JOHN F. FLOBERG, COMMISSIONER, AND DR. 
FRANK K. PITTMAN, OFFICE OF INDUSTRIAL DEVELOPMENT; 
EDWIN E. FERGUSON, DEPUTY GENERAL COUNSEL, ATOMIC 
ENERGY COMMISSION; AND C. DOUGLAS DILLON, UNDER SECRE- 
TARY OF STATE FOR ECONOMIC AFFAIRS, ACCOMPANIED BY 
J. ROBERT SCHAETZEL, OFFICER IN CHARGE OF PEACEFUL USES 
SECTION, AND STANLEY D. METZGER, ASSISTANT LEGAL AD- 
VISER FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Fioserc. Yes, sir; we have suggested some language which 
your staff has been good enough to put in this ditto form. (See p. 483.) 
I will talk to section 3 first only because it comes first. This is the lan- 
guage that we discussed the other day. You will note that the phrase 
“three million dollars as an initial authorization for fiscal year 1959 
for use in a large-scale joint program,” has been inserted. This re- 
places the language that has been stricken out. 

I would like to point out that some question was raised the other 
day about the adjective “initial.” I have no feeling one way or 
another for that. If it is the view of the committee that that word is 
a flag of some kind, that should not be in there, it is perfectly agree- 
able to delete it. I think, myself, that it is wise to leave in the phrase 
“large-scale joint program.” 
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On the other hand, if there is some reason why the words “large- 
scale joint” are unwelcome, I see no great problem about deleting 
these so long as they appear in the committee report. 

Chairman Duruam. If we struck out the word “initial” and the 
words “large-scale” 

Representative Horirretp. And “authorization.” 

Senator Anperson. Don’t do that. 

Chairman DurHam. What does “large scale” add to the document? 

Mr. Fioserea. ‘The only thing that it adds to it, Mr. Durham, is that 
the committee understands that the scale of the program which we 
have presented to you, which has been discussed with the committee, 
is on the order of a $50 million program in 5 years. If this descrip- 
tion appears in the committee report, I see no difference in having it 
there or here. 

Senator Anperson. Why should it appear anywhere else in here 
unless the Congress commits itself to it? The Congress commits 
itself to $3 million and that is as far as it goes. If the people in 
Euratom come up with some cash and some interest in a joint pro- 
gram, then we might put up some cash and have some interest in a 
joint program. I do not know why there must be a commitment of 
our intentions when I do not tel their treaty as very much of a 
commitment. 

Mr. Frosere. I think that the description you have just given is 
exactly what should appear in the committee report. I think that 
is the place to state what the framework of the program is, and I think 
it can be made perfectly clear in the'committee report that the dis- 
cussion of these intensions is dependent on the continued jointness of 
the operation. I think on the other hand, Senator, it would be un- 
fortunate if it appeared that the only research and development 
program that we had in mind was a $3 million program because that 
would not be a program that would achieve the objectives that we 
have in mind. I think, if your statement appears just exactly the 
way you gave it in the committee report, that it would be all right 
with us. 

Chairman Duruam. I think the committee can probably work that 
out. 

Representative Price. I think we would have an easier time if we 
did not have to write a report. 

Mr. Fiosere. I offered the other day to assist in the writing of the 
report and that offer still stands. 

Chairman Durnam. There would be no objection to striking out 
the words “initial” and “large-scale.” 

Mr. Fioserc. There is no objection whatsoever. 

Chairman DurHam. Then we will go to section 4. 

Representative Van Zanpr. Does that mean that we have tentatively 
approved the new language in section 3 ¢ 

Chairman Durnam. No. 

Mr. Fioperc. Section 4 is the section on which we spent most of the 
time the other day. I will point out the modification of language 
we have suggested here. 

Chairman DurHam. Will you explain what that actually does? 

Mr. Fioserc. We have inserted in here the words “within the limits 
.of amounts which may hereafter be authorized to be appropriated” 
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and your staff has added “in accordance with the provisions of section 
261.(a) of the Atomic Energy Act of 1954,.as amended.” And then 
we.provided “not to exceed the sum of $90 million, the Atomic Energy 
Commission is authorized to make contracts,” and so forth as that 
appeared in the previous draft of the bill. : 

‘irst of all, we have no quarrel whatsoever with the words that 
your staff has added “in accordance with the provisions of section 
261” and so forth, of the law. The rest of the language that we sug- 
gested provides that the committee will authorize us to make the 
guaranteed contracts further described in the section. 

In other words, we would be able after authorization but before 
appropriation to make the contracts here described; if no liability 
ever occurred under the contracts there would never be any subse- 
quent appropriations. 

Representative Van Zanpr. In other words, if liabilities do occur, 
we would have the responsibility of meeting them ? 

Mr. Froperc. Yes. I would assume that there would be an obliga- 
tion to discharge those liabilities. 

Senator DworsHak. What is the nature of these liabilities? 

Mr. Fioperc. The guaranty liabilities we discussed the other day, 
with a ceiling of $90 million. We put that phrase in there “not to 
exceed $90 million” not because we have any conviction that it should 
be in there, but to call it to your attention. We would be completely 
guided by your discretion as to whether it is a good idea to have the 
ceiling figure in the bill or not. 

Senator Anprrson. Do we have any figures yet that would show 
that the $90 million figure is realistic? As I said the other day, I 
have some figures that I think indicate to me, based on what limited 
amount of information you can get on Shippingport, and you cannot 
get much, that runs $260 million. I admit that it is pretty tentative. 
Therefore, have you got anything that is definite that we can look at 
that. persuades us that $90 million is a firm figure? If it is not, then, 
we would and should know where our liabilities are likely to be and 
we ought to be able to tell the Congress what this is going to cost us. 
I say to you I think we ought to have a sheet.that. multiplies it out 
and shows where you get $90 million. Did we get that this morning ? 

Mr. Friorera. There are two things, if the ceiling is.as stated, $90 
million, I think that answers your question. 

The second is that we have such a sheet on the way and we have left 
word with your staff to bring that in as soon as it comes, to show how 
it is derived originally. This is the arithmetic you referred to the 
other day. We hope it will come in the room as soon as it arrives 
here. (See p. 467.) 

Senator Anperson. I do hope that this can be set up on the basis 
of what we know and not what we want.to know or hope to know. 

For example, Shippingport is costing us how much, 60 mills to 80 
mills? 

Mr. Fvonerc. Fifty-four mills is the figure I had in mind but I 
would not stand on that figure. 

Senator Anperson. I think it is much closer to 60 than it is to 50 
but that is neither here nor there. We guarantee 10. So that is 50 
mills on every kilowatt that is turned out. 
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Mr. Fioserc. I would like to point out that we do not guarantee 
what the cost of power is going to be. Weare only guaranteeing fuel 
elements. It might turn out to even be 50 mills but it does not make 
any difference to us if it does. 

Senator Anperson. I understood Dr. Pittman to say that we were 
guaranteeing that because he worked to a 10-mill figure. Is that 
meorrect ? 

Mr. Fioserc. We might let Dr. Pittman answer his own question. 

Dr. Prrraan. What I was trying to imply the other day was that 
in determining the extent of guaranties on fabrication and fuel life, 
we used as a baseline in arriving at that figure the 10-mill cost and 
established a figure which, if all the other figures and factors that we 
assumed were met, would bring the total power cost to about 12.5 
mills. But we are not guaranteeing any of the other costs. We are 
not guaranteeing capital or anything else. 

Senator Anprerson. In carrying this project to these people, they 
have a right to expect that their costs are going to be 10 mills; have 
they not? 

Mr, Fiozerc. No, sir. 

Senator Anperson. They have not? 

Mr. Fiosere. No, sir. 

Senator Anperson. In other words, if the Italian reactor is installed 
and costs them 40 mills, you believe they will run it for 5 years and 
take the loss of 30 mills per kilowatt in their transaction ? 

Mr. Froserc. No, sir; I do not believe they would run it and take a 
loss of 30 mills. 

Senator Anperson. I do not think so, either. 

Mr. Fioserc. We are not guaranteeing that the cost will not exceed 
10 mills. 

Senator Anperson. We do, at Shippingport, take a reactor that is 
costing us 60 mills and we continue to run it and we reduce the cost to 
Duquesne Power & Light to be 8 mills and the Government of the 
United States absorbs the difference. Is that not right? 

Mr. Frioserc. That is substantially correct. 

Dr. Prrrman. This is not the procedure here. 

Senator Anperson. Will you point out which part is not guaranteed 
because that is the only way I can read this fuel guaranty ? 

Dr. Prrrman. I think I can point out the things that are not guar- 
anteed. 

Senator Anperson. As I gathered the other day, you said that we 
are assuming that the manufacturers will guarantee that 7,000 mega- 
watt-days per ton, and that they will not charge more than $120 per 
Seren to install, and if those things do not happen, we assume the 

alance. 

Dr. Prrrman. Yes, that is just the way we arrived at the figure of 
$90 million, by assuming that all of the guaranties would be at the 
7,000 megawatt-days per ton and all of the costs would be no more 
than $120. The figures that we are going to bring in will explain 
how we got these figures. 

Mr. Ramey. We raised the point that at least the figures that you 
have to date on proposals on the stainless steel clad elements, that the 
costs are substantially in excess of the $120. They are around $170 
and upward. 
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Dr. Prrrman. Yes, but remember, I did suggest that in this partieu- 
lar calculation, obviously it is a calculation on a potential lability. 
We do not have all of the facts yet and won’t have them until the 
Euratom proposals are actually submitted. We had to make some 
assumptions of what would be in the proposal for this million kilo- 
watts. We did point out that we assumed that there would be no 
decrease in the cost or any increase in the fuel life during the entire 
10-year period and it was completely unrealistic to assume that when 
we are expecting to enter into a very large-scale development program 
and we would expect that the results would work out. 

We have some other calculations which we read to some of the staff 
over the phone the other day in which we made some assumptions that 
started out at a higher figure and assumed over a period of time they 
would come down. These calculations did not turn out to be $90 
million but rather, $63 million. 

Mr. Ramey. Did that include both the fuel element as well as the 
cost? We recalculated, and you can stay within the $90 million easier 
if you assume a 10,000 megawatt-day life and then you calculate what 
you are going to pay in subsidy on the cost. But when you put them 
both together it gets awful tight. 

Dr. Prrrman. We put everything into these, Jim, we have assumed, 
not only the variability of the cost of the fuel and the variability of the 
life of the fuel, but we have also taken into account in the calcula- 
tions which we will bring in to you as soon as they get here, the liabil- 
ity due to the insurance policy that we are giving on chemical process- 
ing and transportation. You understand, of course, we are not paying 
chemical processing and transportation but we are telling them if they 
have to put through more material than the equivalent of 10,000 
megawatt-days per ton, that we will make the price less. 

Senator ANperson. You will pay for that actually. 

Dr. Prrrman. We will give them a guaranty that it will not be 
more than a certain amount. 

; Senator Anperson. You will pay for it. That is the word to use, 
is it not? 

Dr. Prrrman. Yes, sir, we will absorb it. Actually, the chemical 
processing we could do in our own plant, so they won’t pay us as much. 
Senator Anperson. You are going to give them a fixed fee for doin 
a certain job and if you have to do it 4 times instead of 1, you will 

charge them one-fourth ? 

Dr. Prrrman. That is right. 

Senator Anperson. My only point is that we do not have any in- 
formation that I regard as ai le that would indicate that we have 
any reason to guarantee 10,000. 

Mr. Ramey. Could I ask one further question ? 

Dr. Prrrman. I will say those were all taken into consideration on 
the assumptions I gave the other day that it did reach in fact 7,000 
megawatt-days per ton. 

Senator Anperson. You were the most helpful person in helping 
us to understand this. 

Representative Van Zanpr. I want to say to the Doctor, I appre- 
ciate your ability to bring this down to the words of the man in the 
street. There are so many physicists that cannot do that. You have 


certainly proven your ability to that extent, and it is very helpful to 
me especially. 
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Dr. Prrrman. I appreciate that, sir. 

Senator Pastore. Do I understand this correctly now, that regard- 
less of what happens on your miscalculation, the ceiling within which 
our liability lies is the $90 million ¢ 

Mr. Frozerc. That is correct. 

Senator Anperson. If we write it in the bill. 

Senator Pastore. In thisamendment. Therefore, if the miscalcula- 
tion comes to the $100 million or comes to $200 million, whose respon- 
sibility will that be to meet that deficiency ? 

Mr. Fiozerc. That is the operator’s responsibility. 

Senator Pastors. Therefore, insofar as we are concerned, by pass- 
ing this amendment as it has been suggested here under section 4, no 
matter what happens and who is right and who is wrong, the liability 
of the United States of America cannot exceed $90 million ? 

Mr. Fiosera. That is correct. 

I would like to point out one further safety valve and that is that 
we are going to know what the cost of these fuel elements is before we 
ever get into one of these transactions. We do not buy it on a price 
that is later to be established or something like that. When this pro- 
posal is presented to the Joint Euratom-United States Board via the 
operator who intends to operate it, all the elements of the proposal at 
that time will be evident on the face of the documents. We will know 
how much the fuel costs, you will know how much the fuel costs be- 
cause this bill says we must be authorized by this committee and the 
Congress to proceed with this transaction. 

Senator Pastore. So I understand. If I may come to another ques- 
tion to the Doctor, if I understood your explanation correctly the 
other day—there was a little confusion in my mind in the beginning 
but I think you straightened me out—there could be a possibility here 
where the fuel element will function and perform within the guaranty, 
and yet at any rate the cost of the power may be 2 or 3 times more 
than was originally anticipated or estimated by the manufacturer and 
by Euratom and still that would not be our responsibility ? 

Dr. Prrrman. That is right, sir. 

Senator Pastore. We could still not be liable under the guaranty 
even if the cost of the current was 3 or 4 times more than expected at 
the beginning because of other factors ? 

Dr. Prrrman. That is right. 

Senator Pastore. Therefore, the determining thing here, the liabil- 
ity of the United States under this guaranty, is in no way to be 
measured by what the ultimate cost of the current might with 
relation to use of conventional fuels ? 

Dr. Prrrman. That is right. 

The potential liability of the United States is determined by 2 
things and 2 things only. 

Senator Pastore. Now, this final question for the record: You feel 
that you have enough experience and enough technology to pretty well 
determine the function and the efficiency in the performance of the 
fuel element before you get into this contract ? 

Dr. Prrrman. We feel, sir, on the basis of the information which we 
have to date, which is as Senator Anderson pointed out the other day, 
obviously not yet based on large-scale powerplants, on test loops, on 
experimental runs in various reactors, of pieces of fuel elements, that 
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the expectancy that fuel elements will last to greater than 10,000 
megawatt-days per ton is an extremely good probability. 

Senator Pasrore. Is the manufacturer asked or being asked to as- 
sume any part of this risk, or is he being allowed to even be so con- 
servative that he does not take a chance? 

Dr. Prrrman. He is being asked to assume a large fraction of the 
risk. We have not yet established a floor below which we would not 
let the manufacturer in. It is one of the major criteria of the selec- 
tion of the project that the manufacturer who is producing these fuel 
elements will give a guaranty that will absorb a major portion of 
the risk. 

Senator Pastore. And we will know just about what is being guaran- 
teed, by whom when you come up here for the information. 

Dr. Prrrman. Yes. 

Senator Pasrore. And we will know pretty much what the manu- 
facturer is guaranteeing and what we are guaranteeing and what our 
liability is going to be with regard to each item when you come up 
here for the information ? 

Dr. Prrrman. That is right. 

Senator Anperson. This is just as wrong as it can be. 

Senator Pastore. You prove tome where it is wrong. 

Mr. Ramey. Do you intend to come up on a project-by-project 
basis ? 

Dr. Pitrman. Would it be helpful if I tried to outline my own 
idea how the authorization will work? 

Senator Anperson. We had better outline what the Commission is 
going to do and the Commission said nothing at all about coming here 
on a project-by-project basis, If the AEC and State Department will 
guarantee that Dr. Pittman will be allowed to administer the pro- 
gram the way he is talking about it, fine. But I will not have a word 
to say about it. 

Senator Pasrore. Did Mr. Floberg say that before you could con- 
tract or guarantee anything, you would have to come up here and get 


an authorization and prove what you are trying to guarantee and 
contract for ? 


Mr. Fiopsere. Yes, sir 

Senator Pastors. Did you say that ? 

Mr. Fiorerc. Yes. 

Senator Pastore. Doesn’t that explain that? 

Chairman Durnam. That is what I understand this language to 
read here. 

Senator Pastore. We have Mr. Floberg here. It is in the record. 

Tam only going by that. 

Dr. Prrrman. I will be glad to give my guesses as to the details of 
how this would work out if the committee would be interested in that. 

Senator DworsHak. Before you do that, is the Atomic Energy 
Commission prepared to make the same concessions and the same 
guaranties as are incorporated in this proposed program to encourage 
private firms in the United States to build nuclear powerplants? 

Mr. Fiozerc. We have developed no program analogous to this 
particular one in the United States, Seuibtin Pocatias we consider the 
situations to be basically different. 
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Senator DworsHax. Why are they different? Can you tell me how 
we can justify to the American taxpayer, how we can throw away 
American taxpayers’ dollars on an insane program like this—and [ 
say it is insane, sheer madness—when at the same time you are deny- 
ing comparable treatment to American processors cai firms which 
might be interested in a nuclear power program in this country ? 

Mr. Fioserc. I think I can, Senator. 

Senator DworsHak. All right; you try it. 

Mr. Fiozere. In the first place, I do not think we are throwing away 
any money. 

Senator Dworsuak. Then you do not understand the connotation of 
the word “throw.” Pardon me. 

Mr. Fioserc. Perhaps I do not. 

Senator DworsHak. We may just disagree on our interpretation of 
the meaning of the word. I will be more charitable. 

Mr. Froperae. I will point out, though, that the proposed invest- 
ment of the United States in this program is anticipated to yield some 
pretty direct results to our own benefit. In the first place, the re- 
search-and-development program, I would like to point out to you, is 
really a research-and-development program that we are buying at 
half price. This is a great advantage to us. For every dollar we are 
going to put into this research-and-development program, the Eura- 
tom group is going to put in a corresponding amount of money. 

The talents and technological resources of those countries will be 
available through this program. We will get the benefit of this. 
We would have to pay for this ourselves if we chose to get it other- 
wise than through he rogram. This is a substantial advantage. 

Senator DworsHak. aan we gotten anything free? Haven't we 
spent $15 billion on research for atomic development in this country ? 

y have we reached the stage where we have to get on our knees 
to ask for technological help from Europe to help a country which 
has invested $15 billion in research ? 

Mr. Fioserc. We have a tremendous amount that we got for our 
money in this country, and that is the reason we have been able to go 
ahead with this program. 

Senator Dworsuak. Then why do we have to rely on what research 
development takes place under Euratom ? 

Mr. Fioserc. Because your rate of development and your rate of 
improvement is never satisfactory, no matter how good it is. There 
is an awful lot of sophisticated technological know-how in these coun- 
tries that may go to waste and we can get the advantage of it at half 
price via this joint project. 

Senator Dworsnak. The President the other day, in his comments 
on that bill, said he does not think it is necessary to build any power- 
plants in this country under AEC supervision, did he not? 

Mr. Fiosere. I do not have his statement before me, Senator. 
Senator DworsHax. What did he say about it? I will let you pro- 
ceed. 

Representative Patrrerson. One more question, Mr. Floberg. In 
line with the Senator’s question, what happens if Euratom does not 
match the funds that we put up? 

Mr. Froserc. There is a continuing check on that. We just do not 
have to put any more up. This is not going to be spent the first day. 
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Representative Parrerson. Say, for instance, when we are in the 
program and the United States puts up a million dollars, as a hy 
een figure, will the Euratom family come in and put up a million 

ollars? 

Mr. Frosere. I tried to indicate the other day that I do not think 
this will be on an exactly dollar-for-dollar matching basis, I think, 
over a period of months and certainly over the period of each year, 
this will be under constant scrutiny and constant audit and the figures 
will be on a balancing basis. 

I do not mean a balance-sheet balancing, but I mean a balancing 
basis so that they will be equivalent amounts. ; 

Representative Parrerson. But if they do not meet their obligation, 
what happens? We are going to be asked that on the floor. 

Mr. Fiosere. If they violate their treaty obligations, of course, we 
would be in a position just to call off the program. Remember, they 
are getting the fuel for these reactors from us. We have the final 
control on whether the reactors produce electricity for the countries 
in question, We are supplying this fuel on a continuing basis. 

Senator Pastore. Let us not forget this. These reactors are going 
to be manufactured in the United States of America. The $50 mil- 
lion authorized by the Congress will be used here in America in large 
part. 

Senator DworsHak. Why don’t we keep them here and develop 
powerplants in this country ¢ 

Senator Pastore. I am all for that but not being able to get that, 
the question is: Isn’t this a better way of a partnership whereby we 
can utilize their know-how and investment together with our own in 
a field that is at the present time speculative in the hope that we find 
the answers? You either believe or you do not believe. 

Senator Dworsuak. I do not believe anything. Mr. Floberg, here 
is the last comment made by the President : 

I feel obliged to urge the Congress to guard more vigilantly over the ever- 
present tendency of burdening the program; the relative urgency and essential- 
ity has not been developed. 

I construe that to mean that there is no urgency in developing 
powerplants in this country but as far as the same program is con- 
cerned in Europe, there is urgency and essentiality. Do you interpret 
that to mean the same thing ? 

Mr. Frosere. Is he referring to this program ? 

Senator Dworswak. He is referring to the lack of essentiality of 
developing nuclear powerplants in this country. 

Mr. Frosere. I would like to point out that the power that is going 
to come out of these powerplants is going to be at a cost figure that 
makes it good power where it is going to come out in Europe and it 
would not make it as good power here. It is true that the kilowatt 
that comes out does not know whether it comes out of a nuclear or 
conventional source. It is also true that the kilowatt does not know 
which country it is in. 

Senator DworsHax. Are we going to subsidize the differential be- 
tween the cost of conventional power and nuclear power in the 
Euratom program ? 

Mr. Fionerc. The only place that appears that could be called a 
subsidy is in the fuel element guaranties, both the initial cost and 
the performance. 
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Senator Dworsuax. If the generation of that nuclear power over 
there costs 50 mills, they will go ahead and generate the power with 
complete disregard for our obligations under this agreement. Are we 
obligated to help them get their power costs down within the realm 
of practicality ? 

Mr. Fioserc. No, we are not. I would assume then, if there is ever 
& project proposed where the end product was going to cost 50 mills, 
you would be sure that the project would not proceed. It would be 
ridiculous on the face of it at this stage of the game. 

Senator DworsHaKk. You said they can justify higher costs over 
there than in this country ? 

Mr. Froperc. Yes, by a mill or two. 

Senator Dworsuak. By a mill or two? 

Mr. Frosera. In this case it is. 

Senator Dworsuaxk. Do you think they can generate nuclear power 
over there at a mill or two over conventional power? 

Mr. Frosere. Yes, that is exactly the point. 

Senator Dworsnax. How tic conventional power—what is the 
cost of it there now ? 

Mr. Frioserc: Anywhere from 7 to 14 mills. It varies from coun- 
try to country. 

Senator Dworsnaxk. Shippingport costs us 60 or 65 mills? 

Mr. F.ionera. Yes, but the Shippingport figures keep coming up and 
I would like to emphasize once again I do not believe they are rele- 
vant to what would be done today. 

Senator Anperson. Why not? We do not have anything else in 
production. 

Mr. Ftoserc. How much did the first atomic bomb cost ? 

Senator Anperson. I do not know. 

Mr. Froserc. I have heard it. cost $2 billion. You can quarrel 
with this figure but I know we do not pay that today. 

Representative Van Zanpr. Isn’t Shippingport still research and 
development ? 

Mr. Froserac. It was built for a purpose and it was not built to 
produce cheap electric power. 

Senator Anpverson. If we do not know how to do it there, where 
do we know how to do it. 

Mr. Fioserc. Shippingport is a typical example of a prototype. 
I would like to point out that the figure for the first Boeing 707, the 
cost of the first one was $20 million. I will get you all you want now 
for $6 million. 

Senator Anperson. Is it because of the research cost in the first 
one? 

Mr. Fiosera. That is exactly it. 

Senator Anperson. Could we produce Shippingport within a mill 
of the cost of conventional power ? 

Mr. Frosere. No. 

Senator AnpEerson. Why can you do it in Europe? 

Mr. Frosera. My statement is that we would never reproduce Ship- 
pingport because of what we learned. 

Senator Anperson. With some limitation, we are coming pretty 
close at Yankee. 

Senator Pastore. Bill Webster told me he expects to get it at 14 
mills. 
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Senator Anperson. If we give him credit for research and give him 
the fuel for nothing. 

Mr. Ramey. I had one question on the subsidy of your fuel element 
cost aspect and how realistic your average $120 figure was, or the 
$140. We have noticed, I think, over the last few years this problem 
of what is called outfits buying into the business, of making their 
charges at either below their own cost, or just at cost without makin 
any profit when they are making proposals on building reactors. 
just wonder how this is affecting the fuel fabrication busmess. We 

ave these figures that I mentioned. The lowest firm figures we know 
of are around $170 to $180. It is stated that there are proposals being 
made by your fabricators now in the range of $115 to $140. Can you 
make any judgment as to those figures, that they are just recovering 
their overhead in making such a proposal or is this a commercial pro- 

osal where they will make some profit out of it? This is important 

cause with a Government guaranty they could bid high and the 
Government is thereby taking over the difference. 

Mr. Frosere. I would like to point out two things: First of all, 
buying into a business, as you used the phrase, is not confined either 
to new enterprises or industries or to the nuclear industry. This is 
common and widespread commercial practice, and it goes all the way 
down to the “loss leader” in the supermarket. 

In furtherance of your question, I would like to ask Dr. Pittman 
to respond, 

Dr. Prrrman. I cannot guarantee that some of the quotes that have 
been given do not have a certain amount of this buying-in flavor to 
them. I think that we can say only this, even if this is true today, 
with a large-scale program being involved, they are buying in on the 
assumption that a large-scale program will very easily let them get 
to those figures in the second and third core. They realize, if they 
cannot compete on the second and third cores, they will be out. 

I firmly believe that the prices that have been quoted today are 
reasonable prices, and even the price of $100 and $140 per kilogram 
are prices that can be achieved quite easily by the fabricating industry 
when there is a fairly stable and routine industrial effort to produce 
these elements. I certainly cannot quote you any figures below $100 
or below $140. We have informal statements, as you know, from 
the people who are in the business, that they are prepared to quote 
on any reactor figures in these ranges. 

Chairman Duruam. Based on that assumption, you have calculated 
these figures which you submitted this morning ? 

Dr. Prrrman. Yes, sir. That was the basis of the assumption that 
we gave. We gave two cases in the figures we submitted. 

Senator Pastore. Doctor, you have been praised for the clarity of 
your explanation and the technical background and experience that 
you have had in this field. What is your personal opinion of this 
element of the agreement? Are we doing well or doing badly by 
this, and tell us why? 

Senator Dworsnak. These are AEC views. He works for AEC, 
do you not? 

Dr. Prrrman. Yes, sir. 

Senator Pasrore. I want his own, personal, opinion. If he feels 
he cannot give it, let him say so. 
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Dr. Prrrman. Certainly, Senator; I can give a personal opinion. 
I do not know how much it is worth to ror mt a 

Senator Pasrore. I would like to have it in the record, 

Mr. Fioserc. I guarantee his personal opinion will not be subject 
to any scrutiny, as far as the Commission is concerned. 

Senator Anperson. If he testifies the wrong way, I know what 
happened to other people in the AEC—— 

Rendaer Dworsuak. I think it is embarrassing to ask that question. 
I think that is an unfair question. 

Senator Pastore. I do not think it is. 

Senator Dworsuak. I know you are a fairminded man, Senator. 

Senator Pastore. Do you feel I am putting you on the spot with 
that question ? 

Dr. Prrrman. No, sir. 

Senator Pastore. He is the best judge of whether I am embarrass- 
ing him. 

r. Prrrman. I am a little sorry that Senator Anderson said what 
he did with regard to the fact that there is only one way I could 
speak on this question. 

Senator Anperson. No, sir. I know you can speak as freely as 
you want. I only say to you that you can find some experience of 
people who made the mistake of saying something contrary to what 
people wanted them to say. 

Representative Parrerson. Under those circumstances, I do not 
think the doctor should answer the question. 

Senator Pasrore. Let him answer the question: Why are we tell- 
ing the man he is embarrassed when he says he is not ? 

r. Prrrman. I have no objection to answering the question. 

Senator Hicken.Loorer. Mr. Chairman, he says he has no objection 
to the question. He is an honorable gentleman. He says he will 
state the opinion. I would like to hear that opinion. 

Dr an. Will you state the question once more? 

Senator Pastore. With your background as an individual, without 
regard to anyone else’s opinion or your association, officially and 
otherwise, what is your opinion as to the worthwhileness of this 
arrangement and whether it is fair to the United States and our 
objective of development and research in this very important field? 

Dr. Prtrman. With regard to the worthwhileness of this arrange- 
ment, I personally feel that this is the best possible arrangement that 
could be made to accomplish the objectives that we have in mind in 
the Euratom program, namely, to get a fairly large number of reac- 
tors built at a fairly early date in an area where power costs are of 
the type that they are in Europe. I think what I am saying here 
is that the worthwhileness of the thing is, in my opinion, the best 
feature of the whole program we have proposed here. The guaranties 
are the best feature. 

Representative Price. Do you base this on a kilowatt race ? 

Dr. Prrrman. No; I do not. 

Representative Price. When you say “the largest number of reac- 
tors built as quickly as possible in an area where the output is 
needed” 





Dr. Prrrman. I am not trying to comment on the advisability of 
building a million kilowatts. I am saying on the assumption that we 
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desire to build a million kilowatts of American-type reactors at the 
earliest possible date and I think 1963 is possible, regardless of the 
motives that lead us to that—— 

Representative Price. Are you talking about types of reactors or 
numbers ¢ 

Dr. Prrrman. Iam talking about American-type reactors at the 
earliest date. 

Representative Price. Types of numbers? What are you putting 
the emphasis on ? 

Dr. Prrrman. I am putting the emphasis on types of reactors at an 
early date which I think automatically sets the numbers. Numbers 
are set by the million kilowatts. 

Representative Price. As of now, under the language of this bill, 
when we talk about the proven type of reactor, we have onl y two in the 
category / 

Dr. Prrrman. Yes, sir. 

Representative Price. Do you think it is valuable to put large num- 
bers of these proven-type of reactors into this program ¢ 

Dr. Prrrman. Yes; I do very much. I think that the greatest 
advance that can be gotten in the reactor field is to have a fairly 
large number. Six or eight reactors is nota really tremendous num- 
ber. But having reactors numbering roughly this many in operation 
will be the greatest thing that can happen to the advancement of 
atomic power today. 

Senator DworsHax. Couldn’t you achieve the same results in this 
country ¢ 

Dr. Prrrman. You could certainly build reactors in this country 
and the results of the operation of those reactors would be just as 
useful. 

Senator Anperson. But that would be public power in this country. 
It is not public power in France; is it ? 

Dr. Prtrman. Public power in France completely. 

Senator Anperson. Therefore, we want to do it in France where we 
can do it in public power? 

Secretary Driton. It will be public power in France but not in the 
other countries. It will not be public power in Germany and other 
countries. 

Senator Anperson. Italy is both ways. 

Dr. Prrrman. Yes. 

Senator Anperson. Where are we going to build a plant in Italy ? 

Dr. Prrrman. We have not decided. 

Senator ANpeRsON. Where is the SENN plant going to be? 

Dr. Prrrman. It is not necessarily true that the SENN plant will 
be part of this program. 

Senator Anperson. Where will the SENN plant be? 

‘ Mr. Frozerc. South of Rome about 40 miles toward the Tyrrhenian 
ea. 

Senator Anperson. What kind of network will it go into? Public 
or private ? 

_ Mr. Frozere. That is a public-owned utility, if my understanding 
1s correct. 

Senator Anprerson. There will be two plants in France in the pre- 
liminary discussion with Euratom ? 
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Mr. Fioserc. I do not think so. 

Mr. Scuartrze.. We did testify to that effect. 

Senator Anperson. Certainly. Where are the two plants to be in 
France ? 

Mr. Scwarrzev. As we understand it, they talk about one being on 
the border adjacent to Belgium which would be presumably a joint 
Belgium-France plant. 

The other one would be in the Strasbourg area and, possibly, a joint 
German-French plant. 

Senator Anperson. The Belgian utilities are all private. The 
French utilities are all public. Is that why France is getting two of 
these ? 

Mr. Scnarrze.. To the best of my knowledge, this is not a considera- 
tion. I think the significance of this—which was attributed to it by 
Euratom oflicials—was that this was an example, an excellent example 
of the basic merit of the Euratom program because it tended to break 
down national borders and would get countries working on the basis 
where the production of power made both political and economic sense. 

Chairman Durnam. That decision is made by the Euratom group 
as to locations ? 

Mr. Scuaerzen. Yes, sir. 

Senator Pastore. Of course, another element that we are overlook- 
ing here is this: If I may dare to say so, I think the fallacy of injecting 
this public and private argument in this research and development 
field has deterred us considerably. It just so happens that I happen to 
come from a State where we have to rely entirely on privately owned 
companies. New England happens to be the part of our country where 
it is practically all privately owned and where the rates are the highest 
all over the country. 

I think that this public and private does become an important 
factor when you get fevith to the point of competitiveness. But, until 
you reach that goal, I think it is fallacious for us to inject that question 
into the issue, for the simple reason, what difference does it make 
whether it is private or public? It is expensive power that nobody 
can afford to buy until we get it down to the point of competitiveness. 

Senator Dworsuak. We have not done it. The President did it 
with his message the other day. 

Senator Pastore. I know that. I say that the President and Com- 
mission are wrong. I was one of those who fought the hardest for 
the Gore-Holifield bill because I said unless we build large-scale 
reactors in this country that we will never get on with this program— 
we were told by the Atomic Energy Commission that was the wrong 
way to do it, we should never build these large plants. Now, in 
urging Euratom, and this is no reflection on you, Mr. Floberg, they 
are saying now what we wanted them to say 4 or 5 years ago. To 
take up what you have said already, Mr. Dworshak, even the Presi- 
dent of the United States said it is absurd to do in America what 
we are urging be done in Euratom. 

Representative Horirretp. Two years ago. 

Senator Pastorr. Even now. ‘That is the inconsistency that has 
irked me no end. I am only saying that it is regrettable that the 
President took that position, but that does not deter me in urging 
Euratom because, as I believed when I voted for that authorization 
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bill, as I considered the necessity of that and argued for it and voted 
for it, so I consider the necessity for Euratom. 

If we believe in that objective, we have to believe in this objective. 
If anyone in this country wants to develop economical power through 
atomic energy, I say that the way we are doing it under Euratom 
is a partnership agreement where every 50 cents we spend for research 
and development is actually worth $1 because somebody else is taking 
a chance with us. 

Senator Dworsuax. Do you think we ought to build a B-52 and 
donate it to those countries ? 

Senator Pastore. We are not doing that here. We are not donating 
here. All we are donating is to science and research and development 
so one day we can produce economically. When we get to that point, 
I hope the United States Government will get out of the industrial 
field completely and let private industry and public utilities do it. 
Until we get to the point of competitiveness here, we will not speed 
this program unless the Government participates. Once we do get 
the competitiveness, and the Senator from New Mexico agreed with 
me when we argued with the Senator from Massachusetts, Mr. Salton- 
stall, I want the United States Government to get out of the electrical 
business once this becomes competitive. 

Senator Anperson. Mr. Floberg, is it not, really, a fact that, in 
order to build these large reactors, we do not dare build them in the 
United States? We have to build them abroad because the public 
power issue gets into it? 

Mr. Fronerc. That is not the reason this program was promoted. 

Senator ANperson. You can build them as well in the United States 
as abroad ¢ 

Mr. Fiopere. As far as the brick and mortar are concerned, there 
is no question. But you cannot get the results that you can get abroad. 

Senator Anprerson. We build this plant over there, and it has a 
60-mill cost. Do you mean to tell me that the Italian Government 
in this publicly owned utility is going to continue to pay the differ- 
ence between 10 and 60 mills today, day by day ? 

Mr. Fioperc. No. It wouldenever be built if it is going to cost 
that much. 

Senator Anprerson. I agree with Dr. Pittman that, if you are going 
to build reactors abroad, this is the fastest way to build them. But 
you are talking about competitive power. Of course, if you give them 
to somebody—you say there is nothing involved in this but $50 million 
in research, $90 million guaranty, $400 million of uranium which they 
will pay someday without interest for a long period of time. 

Dr. Prrrman. With interest. 

Senator ANnperson. What is the interest rate in Germany at the 
present time? Eight percent. Italy 14 percent. What will we 
charge, 4 percent? 

Mr. F osere. It is the same charge we would get on the domestic 
yasis. 

Senator Pastore. How will we know if it is going to be competi- 
tive unless we build them ? 

Senator Anperson. I want very much to have them built some- 
where at least. I have not argued about that at all. I just question 
whether you can always say that there will be no donation by the 





464 PROPOSED EURATOM AGREEMENTS 


United States. I think there has been one and I think there will be 
one. I am not questioning the desirability of the building of the 
reactors. 

Senator Pasrore. I said at the time we amended the 1954 law, we 
had every representative of every public utility coming up here, 
actually inferring that if we corrected the law of 1954, private indus- 
try would take this peaceful program and develop it so that it would 
stagger our imagination. 

The print was not dry on that law when they came up here and 
said, This will take a lot of time because we do not need that power. 
Walker Cisler testified that before this committee. I said, Haven’t 
you changed your tune? You say pass the law and we will do the 
job. Now you are telling us you do not need the current. That is 
why we have lagged and lagged and lagged until we have gotten to 
the point now that the Euratom nations have more spirit and enthu- 
siasm and hope in the development of peaceful power than we have 
here in the United States of America. 

Senator ANpErson. You may recall that through 1959 we will only 
have 60,000 kilowatts. The prediction was made that we would 
have 2 million and then they reduced that to 400,000 and then they 
reduced it to 71,000. Why do it? Because we cannot stand to build 
these things in the United States? 

Mr. Froserc. That does not have anything to do with this pro- 
gram we are talking to you about to day. This has nothing to do 
with the Euratom bill. I merely am trying to testify just on this 
bill. 

Senator AnpErson. I want to say I cannot disagree with you more. 
We decided that we could not build them in the United States be- 
cause we would get involved in all these arguments. So we say the 
way to get it done is to build them abroad. The thing that some 
argued for, the way to find out is to build the program. 

Mr. Frosere. I am not talking of this program as a substitute 
for any other program. 

Senator Anperson. Here we have a gas-cooled reactor that has 
some possibilities and what did the*President’s message say about? 
No good. We were talking about plutonium for defense and were 
so worried about its production that we have to strike it from the ap- 
Pea an an bill. If we do not strike it from the appropriation bill, 

do not mind putting it on the record that the President will freeze 
the funds. It might eventually be converted into something that 
would be public power, not that the AEC did not want it. 

Mr. Fiozers. Senator, let us not have that affect the merits of the 
bill we are talking about now. 

Senator Pastore. It does pertain to it, Mr. Floberg, if I may say 
so, and this is the last whistlestop speech I am going to make here 
this morning. It does have a connection for the simple reason that 
you know quite well that this is research and development at best. 
You know that if we build these six reactors in which we are in a 
partnership agreement in Euratom, we will not be building the re- 
actor in America. That will be the excuses for not building them in 


America because, once we engage in this partnership agreement, it 
would be foolhardy for us to do so. 
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This note here will be that they were right in the projects that 
we initiated and authorized in this country because the work is 
already being done, and where is it being done? Not America. 

Senator Anerson. I agree ( completely. 

Mr. Fiosere. These reactors will be built in the United States. 

Senator Pastore. I know they will be built in the United States 
but we will not experiment in the United States. We will experi- 
ment in Europe. 1 am not against that. 1 am all for it. 

Mr. Ramey. Do we have any assurance that they will be built 
altogether by the United States manufacturers ? 

Mr. Froserc. These are meant to be American reactors. 

Mr. Ramey. It will be American reactor companies but there is no 
condition in the agreement that they actually be manufactured in the 
United States. 

Senator Anperson. Of course not. Let us have that very clear 
on the record. 

Dr. Prrrman. The fuel must be fabricated by an American manu- 
facturer or under contract. 

Senator AnpEeRsoN. Who may havea plant in Germany ¢ 

Dr. Prrrman. He may have a contract. He will be responsible 
and it will be an American manufacturer with whom we will be 
contracting. 

Senator Anperson. We both recognize the difference of having it 
done by an American manufacturer “and having it done in America. 
Doesn’t General Motors have a factory in Ger many If they turned 
a car out of there, would we say it was made in America? 

Dr. Prrrman. No, sir. 

Senator Pasrore. If an American physicist wants to know how a 
certain element is progressing, he has to ask for permission to be in- 
vited to come and look at it. They will be the top dog in the pro- 
gram, That is the way it ought to be. It is their program and 
money. 

Dr. Prrrman. They have agreed that every bit of information that 
comes out of this will be made completely available to everybody. 

Senator Pastore. That is right. 

Senator Anperson. You went through the gas-cooled experience in 
Britain after we gave them the Vautilus secret. 

Dr. Prrrman. I was not in there. 

Mr. Fiosera. There is no foreign nuclear industry capable of 
achieving this. 

Senator Pasrore. I realize that. I was addressing myself to an- 
other point, whether this could be a substitution. It is not a direct 
one, but indirectly it is. It would be foolish for us to begin expe- 
rimenting with the same six reactors in America. To a large extent 
this is cooperative. It is a good idea. I have always maintained it 
does not make any difference wills we get the first one, or France 
or anybody else gets it first. I want the free world to get it before 
the Iron Curtain gets it. It will be an awful thing for the world if 
Russia achieves this breakthrough before we do. It is a good thing 
for us to be together with the allies. We have to be in the peaceful 
assistance. We have to be in the cooperative effort. I agree with 
Mr. Holifield, the contest here is not America first as against Eng- 
land, France, Italy; the contest here is between the East and the 
West. I say let us get together and beat them. 


28417—58—pt. 2——_5 





466 PROPOSED EURATOM AGREEMENTS 


Senator Hickentoorrer. Mr. Chairman, I do not know that I agree 
with some things that have been said. I do not agree with other 
things that have been said generally here this morning. There are 
several factors in this thing. In the first place, these countries are 
power hungry. They are going to have to provide power. They are 
willing to take a hazard on increased power cost perhaps from this 
source in order to partly free themselves from Middle East oil de- 
pendency to some degree. They are willing to take that on. We 
take on a definite expenditure of $50 million. 

There is not any question about that. They put up an equal amount 
of money over the period and that is research money for which we 
will get, as someone mentioned awhile ago, for every dollar we put 
up, we will get, theoretically at least, $2 worth of research know-how. 
That prevents us from spending, at least theoretically and on the 
surface, $2 where we spend one for this. 

To that extent it is an advantage to us. To that extent it is an 
advantage to them, also. So far as the $90 million is concerned, I 
do not know. That is a hazard. We may not have to ever put up a 
nickel of that guaranty. We may have to put up for a time at least 
a part of it. I do not know about that. I personally think that this 
partnership arrangement in this field of the peaceful use of the atom 
will have tremendous value. 

There is some disagreement with that. I understand that. I think 
it will have tremendous value. If we do not do it, what is going to 
happen? We are going to be beset here now in one way or another 
either to go into individual bilaterals, perhaps, or they are going to 
search some place else for this because, as long as conditions stay 
as they are now, there will be a search for partial freedom from de- 
pendency on the Middle Eastern whims for oil and fuel. 

Personally, I think it is a good long-range investment that in the 
end will be of substantial benefit to us. Sure, we could build these 
plants in this country, but we do not need them. Nobody is going to 
build an extensive program of plants where the mileage cost of this 
electricity is very substantially higher than we can get out of present 
existing and available fuels. That is just commonsense. 

I have taken the position for a long time that I am for building 
experimental reactors of size. I will support money for building ex- 
perimental reactors of size which are heat producers. But I think 
it is an utter waste of money and I think it is utterly unsound to hook 
up a lot of gadgetry to them when we know how to make the gad- 
getry. We know how to make generators, copper wire, string, and 
so on. I am against putting the Government into the commercial 
business, but I am willing to support even more than we have the 
production of plants for experimental production of heat. 

Representative Parrerson. Strictly research and development. is 
that what you are saying? 

Senator Hicken.Loorrr. That is what it would amount to. That is 
why I opposed the convertibility feature of this plant we propose to 
build at Hanford. TI am still not convinced that the plant is neces- 
sary. At least for a time I went along with it, but the convertibility 
feature, I do not believe in. 

However, in this case these people are willing to take the hazard. 
They are going to build the plants. In one way or another, they 
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will have to support them. In my judgment, it is entirely possible 
that before very long—I do not know how world events are going 
to go—with the situations as they are, the price of oil to Europe— 
and I think they know that better than we—is going up. I think 
they anticipate that and I think a part of their thinking may be the 
anticipation that by the time they get these plants built or shortly 
after, the price of fuel to them is going to be of such an amount that 
these may, in fact, be absolutely competitive with their costs. They 
are taking that hazard. I do not think it as much of a hazard and it 
might seem to be. 

I feel that this is an investment not only from the international- 
relationship standpoint, which is an important factor in this 
thing and I think very important, but from just the general advance- 
ment of the art and from what we will get out of it. I think we 
will get much more out of it than we would if we built these plants 
in this country and had to subsidize an inordinate cost of kilowatt- 
hours. 

Chairman Durnam. Gentlemen, time is passing here and we would 
like to discuss some features of this bill. We can either vote it up or 
down when we get to these points that we are in disagreement on. 
I guess we could argue some of these points for years. Based on 
your best knowledge, Doctor, these figures that you have given us 
are the best figures you know to calculate the cost at the present time? 

Representative Parrerson. I sent them out to have them copied but 
I do not know what became of them. 

Chairman DurHam. Without objection, we will place these figures 
in the record. 


(The basis for limit of $90 million on fuel-element guaranties 
follows :) 


Aveust 7, 1958. 
Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D.C. 


DeaR Mr. DurRHAM: The attached analysis is submitted in response to ques- 
tions raised during the hearing on August 5, concerning the basis for the limit of 
$90 million on costs to the AEC of the fuel-element guaranties in the proposed 
Euratom program. 

Sincerely, 
JOHN F. FLOBERG. 


BASIS FOR LIMIT OF $90 MILLION ON FUEL-ELEMENT GUARANTIES 


The limit of $90 million on the fuel-element guaranties for the 1 million-kilo- 
watt Euratom program is obtained by considering the cases described below. 
These are pessimistic, since the joint research and development program and 
experience with the production and irradiation of fuel elements on a large scale 
should result in lower costs and higher performance. 


Case 1 


(a) Assume that the fuel-element fabricators guarantee an average irradia- 
tion level of 7,000 thermal megawatt-days per metric ton of uranium (MWD/T) 
and that the fuel elements all fail immediately after that level is reached. 

(b) Assume that the fabricators charge $120 per kilogram of uranium for 
making fuel elements clad with stainless steel and $150 for fuel elements clad 
with zirconium. 

(c) Assume that the irradiation level and the charges given in (a) and (b) 
are constant throughout the first 10 years of reactor operation. 
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Then the total cost to the AEC of the fuel-element guaranties for 10 years 
of operation of the reactors in the 1 million-kilowatt Euratom program would be 
approximately $90 million, as shown below. 


[Millions of dollars] 




















| 
|Stainless-steel| Zirconium 
| elad fuel clad fuel 
| elements elements 
AEC share of cost for: 
Fuel-element fabrication aba seaea aa eckie aie aepuinicdadaieetlie 72.0 75.0 
I i Ain ia tals Sein diced ced eieniaaamabeaenn patina aneale 8.6 8.6 
te dda manic baanerhinacrets~haskt eth 9.6 9.6 
TT SOUR... 2.0 ck cidtctededssonabhimastatonkiine teakbwcntatel 90. 2 93. 2 
Case 2 


If an irradiation level of 8,000 MWD/T were assumed in (@) above and 
charges of $140 for stainless-steel clad fuel elements and $175 for zirconium clad 
fuel elements were assumed in (0b) above, the total cost to the AEC would still 
be approximately $90 million but would be distributed as follows: 


[Millions of dollars} 


| | 

Stainless-steel| Zirconium 
clad fuel | clad fuel 
elements | elements 


AEC share of cost for: 
Fuel-element fabrication __- 


aeibokeen ‘ 75 78 

Transport Sana ee Ree 5 5 

Chemical processing !_..._. ‘ f 6 
‘i poe 

IE ET Nha aca igang sscice vipoes ch tbat _ | 86 89 


I 





1 Includes conversion of UNH to UFs. 


The following is a sample calculation for stainless-steel clad fuel elements in 
ease 1. The annual requirement for fuel elements for the 1 million-kilowatt 
furatom program during steady-state operation of the reactors is taken to be 
100,000 kilograms of contained uranium at 10,000 MWD/T and 143,000 kilo- 
grams at 7,000 MWD/T. 

Annual fabrication costs for fuel elements 
Assumed charge by fabricator (143,000 kilograms at $120 per kilo- 

PON) se Sidi Scie scienel s edness aaadadn ha 
Charge guaranteed by AEC (100,000 kilograms at $100 per kilo- 

gram) ee 10, 000, 000 


we 


$17, 200, 000 


AEC share of costs : 7, 200. 000 


Annual transport costs for irradiated fucl elements 

The costs of transporting irradiated fuel elements from Europe to a chemical 
processing plant in the United States is taken as $20 per kilogram of contained 
uranium. 


AEC share of costs (43,000 kilograms at $20 per kilogram) _____________ $860, 000 


Annual chemical processing costs for irradiated fuel elements 

The AEC announced charge for processing irradiated fuel elements is $15,300 
per short ton or $16.83 per kilogram of uranium. In addition, there is an AEC 
announced charge of $5.60 per kilogram of uranium (containing not more than 


5 percent U-235) for conversion of recovered uranyl nitrate to uranium hexa- 
fluoride. 


AEC share of costs (43,000 kilograms at $22.43 per kilogram) 


$960, 000 


a 
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Total AEC share of costs 

The annual cost to the AEC for fabrication of fuel elements and for transport 
and chemical processing of irradiated fuel elements is, therefore, $9,020,000. 
The total cost for 10 years of reactor operation on this basis would be $90,- 
200,000. 

Dr. Prrrman. I think these figures are perfectly reasonable and it 
is certainly reasonable to use these to base the estimate of the maxi- 
mum cost of the program. 

Chairman Duruam. I believe we have, for the record, who pre- 
pared those figures, do we not ? 

Mr. Froserc. It was the operations analysis people of the Com- 
mission, Mr. Chairman. 

Mr. Ramey. Would it be possible to have a breakdown of these 
figures on your fuel element guaranty part as between the cost of 
the sudsidy and the life subsidy ? 

Mr. Fronerc. Could you direct my attention to the particular fig- 
ures you have in mind ? 

Mr. Ramey. You have on page 1 in case 1, you have on the stain- 
less fuel clad element, a line, “AEC share of cost for fuel element 
fabrication” and you show $72 million. 

Mr. Fiopere. Yes. 

Mr. Ramey. I would think that ought to be broken down between 
the cost attributable to the guaranty on the initial cost of your ele- 
ments and a breakdown on the guaranty of life of the elements. 

Dr. Prrrman. That is very simple. 

Mr. Ramey. Those are the two parts we have spent most of our 
time on. I think we ought to note that there is a subsidy on trans- 
port and chemical processing which we have not talked very much 
about. We talked a little about the chemical processing this morn- 
ing and virtually nothing on the transportation. 

Represent: itive Hortrrerp. While we are on the fuel-element fabri- 
cation, Mr. Chairman, is it contemplated that we would have some of 
the 5 or 6 fuel fabricators in here to give us information as to what 
they think they can guarantee? In the last analysis, it comes down 
to the fuel fabricators. We could find out from them what the actual 
experience is that they are having, and what they feel they can 
guarantee, because the 7,000 thermal megawatt-days per metric ton, 
which is assumed here, may or may not be realistic. I think the fuel 
fabricators would be the ones who could give us the most direct knowl- 
edge on this. Regardless of what company gets the contract, they 
are going to have to deal with these professional fuel fabricators. 
(See committee telegram, p. 514.) 

Chairman Durnam. I understood from the doctor’s statement that 
this was arrived at through the Analysis Branch of the Commission 
on that basis, by receiving ‘that information from the actual producers. 

Mr. Frosere. That is what this 7,000 megawatt-day figure is based 
on. 

Dr. Prrrman. It is our best analysis of what we know of what the 
people are now talking about and propose to talk about in the future. 

Representative Hoxtrretp. What I want to know is this: Are any of 
these fuel fabricators actually guaranteeing this type of life or not, 
because if they are not, then you are using a figure which is a hypo- 
thetical figure, and not one based on willingness on the part of the 
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fabricators to actually guarantee. I get it from Mr. McCune that 
GE is willing to consider no guaranties at all. They are willing to 
assume a 10 000 megawatt. See appendix 1, pt. I, p. 328.) 

Dr. Prrrman. That is right. 

Representative Hoxttrrme.p. Possibly from Mr. Weaver’s testimony 
the other day, he said that the guaranty was not an important factor 
tothem. (See pt. I, p. 295.) 

Dr. Prrraan. Because both of those companies assume they will be 
guaranteeing better than these and it will not be an important part 
for the AEC to make a guaranty. 

Senator Pastore. I think it is very important but I think we are 
misunderstanding the effect of this language at this time. You will 
correct me if I am wrong. I understand that you cannot enter into 
any contract here of guaranteeing anything until you come here and 
justify it on authorization, 

Mr. Fiosere. That is right. 

Senator Pastore. At that time it would be necessary to call them 
in. I tell you very frankly, all we are doing with this section 4 is 
stating the ceiling and an intent. We are authorizing nothing. We 
are only authorizing them to enter into a contract. Before they can 
do that, and they want to guarantee anything, they have to come up 
here and get an authorization. If we got that record, the record 
would be straight as to exactly what we are doing here. There is a 
great deal that remains to be done. This is merely opening the door 
for the negotiation of the agreement for cooper ation. 

I understand that before you can guarantee anything on any par- 
ticular item, you have to come here and get your ‘authorization. Do 
I understand that to be your intent, Mr. Floberg? 

Mr. Fiopera. Absolutely correct. 

Chairman DurHam. Under the language of section 4 which has 
been suggested ? 

Senator Pastore. That is right. At that time it will be necessary 
to get into the question raised by Mr. Holifield. 

Representative Van Zanvr. Mr. Chairman, could we now proceed 
to perfect the bill? 

Chilean Durnam. We will pass from section 4 now. 

Mr. Froszerc. I have no further suggestion to make, Mr. Chairman, 
with regard to the balance of the bill. 

Chairman Duruam. In other words, the bill stands as it is written. 
Are there any questions on section 5 by any member of the committee? 

Secretary Ditton. Mr. Chairman, there was a big discussion the first 
day here on section 5 initiated by Senator Anderson to the effect that 
it did not specify that European countries would pay cash for the fuel 
elements over and above the initial charge and we would be perfectly 
willing to have section 5 amended so as to make very clear in there 
that anything over and above the initial charge would be paid for in 
cash by the Europeans. 

Representative Van Zanpr. Have you any suggested language? 

Mr. Fiosere. I believe, in that connection, the word “sale” was sug- 
gested for the words “authorized for distributions.” We have no 
quarrel with that, either. We thought that the language we had 
paralleled the language of the Atomic Energy Act more precisely. 
But if the committee chooses to put the words in “authorized for sale,” 
we have no objection. 
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Representative Van Zanpr. “Sale” instead of “distribution.” 

Mr. Fiosere. Yes, sir. I point out that the word “distribution” is 
used in the Atomic Energy Act. 

Chairman Duruam. You understand that they will pay in cash? 

Mr. Fiopere. Yes. 

Mr. Ramey. Would you object to having language that would pro- 
vide that in the event a deferred payment plan is adopted, as you do 
plan, that the Government will have a first lien ? 

Mr. Fiopere. Certainly not. 

Representative Van Zanpr. Where would that language go? 

Mr. Ramey. As acondition presumably in section 5. 

Senator Anperson. You have to give them title, when they get it 
without any payment at all for 10 years, and we are not going to 
take any mortgage. 

Representative Van Zanpr. But not with this language. 

Senator Anperson. There ought to be some provision that says we 
have some right to it. We are going to give them title just as though 
they paid for it in full, and not take a note back or anything else. 
We give them the uranium and say, we sold it to you without a dollar 
down. 

Representative Parrerson. You do not have anything at the end of 
10 years if you give them title. 

Senator Pastore. This problem would never arise unless there was 
2 bustup which could happen, and the question is if they have any of 
this material on hand, to whom it belongs. I think you could have 
that condition. You could have a condition of recapture. 

Mr. Fioserae. Surely. 

Senator Pastore. Rather than lien. I think it ought to be re 
capture. 

Representative Parrerson. That ought to be written in there. 

Senator Bricker. How are you going to recapture it? 

Representative Hottrretp. How are you going to recapture a fuel 
element? That is hot collateral, I would say. 

Representative Van Zanpr. What is this language, Mr. Ramey ? 

Mr. Ramey. That would have to be worked out. 

Mr. Frosere. I would like to say that some phrase like the equiva- 
lent of a first lien, or first mortgage be used Spee I am not sure 
that the lien concept or mortgage concept carries over to the conti- 
nentallaw. I would suspect it would not. 

Representative Hortrretp. Let us face it. There is no practical 
capability of recapture. 

Mr. Fiosere. There is no practical capability, but they are pre- 
pared to give us the equivalent of a first lien and they have guar- 
anteed us in writing that there will be no encumbrances on the fuel. 
We have the first encumbrance on the fuel. 

Representative Hotirretp. We talked about pledges of some kind 
or another in the hearings which would be something like the Coal 
and Steel Community and we were told we did not want that. 

Senator Anprrson. They do not want that. The Coal and Steel 
Community mortgage their plants, but these utilities do not intend 
to mortgage. 

Representative Hoirreip. That is right. 

Mr. Frozere. That has to do with the plant and the export-import 
loan. That does not have anything to do with the fuel. 
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Mr. Ramey. The fuel will be in the plant. It would not be difficult 
to have a lien to the whole plant. 

Mr. Fiosera. I would suggest that the bill not be cluttered up with 
all these details. I would suggest you state this in your report. 

Senator Pastore. To have the right to reclaim in the event it is not 
paid for and they shall not encumber it with anybody else. 

Senator Anperson. To go back to section 4 for just a minute, and 
this Italian plant again, could this money be used to bail out the deal 
on the Senn plant? 

Mr. Frosere. I have no quarrel whatsoever if there is anything in 
anybody’s mind that indicates that this language has been proposed 
to bail out anything, to your stating in your committee report that 
it is your specific understanding that no project on which bids have 
already been accepted or no project on which contracts, either con- 
tingent or firm, have been entered into, shall be eligible for participa- 
tion in this program. 

I, personally, think that is unwise and I, personally, think it is un- 
fair. But, if that is what you want in this committee, I do not intend 
to bat one single eyelash at that and you put it in the report, or if you 
want it in the bill, I think it is all right. 

I think it clutters up the bill again but it is O. K. with the Com- 
mission. 

Senator Anperson. Does this take care of the Edison-Volta situa- 
tion ¢ 

Mr. Friozere. “No proposal on which either bids have been accepted 
or contracts have been made ;” if that is the way you want it, it is O. K. 
with me. 

Mr. Ramey. In neither case have bids been accepted or contracts 
made. 

Mr. Fioserc. Bids have been received in the Senn case and there is 
a contingent contract in the Edison-Volta case. If you want to ex- 
clude those two cases, it is all right with me. 

Representative Hoxrrrevp. I do not know who is contracting them 
but I think it would be wrong to exclude present negotiators from 
the Euratom provisions. 

Senator Pasrore. As a matter of fact, I talked with some of the 
representatives who were brought in here by the manufacturer, and I 
think they talked to you, Mr. Anderson; they do not want to come 
under Euratom. 

I think it would be imprudent on our part and rather undiplomatic 
here to clutter this thing up with a lot of restrictions. 

Senator Anperson. We said this program was to build some new 
reactors. If it is to be used to bail out the old ones, we ought to know 
that. If it isnot, it ought to be new reactors. 

Mr. Friosperc. There is no intention to bail out anyone here. As 
T understand these proposals, nobody will be bailed out. I would like 
to point out that there is a provision in the proposed agreement for 
cooperation that says that projects which are in the mill will be eligible 
for consideration. 

Senator Anperson. That isright. Which is binding, the assurances 
of AEC or the open announcement already of Euratom ? 

Mr. Fiosera. My point is this. 

Senator ANpERSON. You have no voice in Euratom ? 
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Mr. Fiopere. Yes. 


Senator ANpersON. You are going to give them this money. 

Mr. Fiopera. We have a continuing and very emphatic voice in 
Euratom. 

Senator Anperson. Have you read the treaty? Does it say that? 

Mr. FLonere. We have read our treaty and that is where our rela- 
tions with Euratom are governed. We will have to renegotiate this 
portion of the agreement for cooperation but we will do that if you 
feel that these projects should not be included as eligible for considera- 
tion. If that is the way the committee wants it, it is all right. 

Chairman Durnam. Couldn’t language be put in section 4 to pre- 
clude any such arrangement because it would have to come back here 
if you picked up one of these jobs ¢ 

Mr. Fronerc. Right. Before we could do anything on it, you would 
have your chance to see whether it was a bailout. 

Senator Anperson. Talking about embarrassing people, how would 
it be if you had been ahead and said to the Italians, “You go ahead 
and drop your present negotiations, you can come in under Euratom” ; 
ev erybody agrees to it and then it comes before this committee ; can you 
hear the people coming down and saying, “This will tear out our 
international relationships”? Why not close the door in the be- 
ginning ? 

Mr. Fiopera. If you want to close the door in the beginning, go 
ahead and close it. If you want to put that in your report, it is O. K. 
I personally think it is a mistake and I personally think it is unfair- 

But, if the committee disagrees with me, the committee is the one 
who will write the bill and the report. 

Representative Van Zanopr. In other words, leave it to our dis- 
cretion ? 

Mr. Fropvera. That is right. 

Mr. Ramey. In article 1 of the proposed agreement for cooperation, 
it says that the role of the United States Atomic E nergy Commission 
would be in considering the technical and economic features. They 
will be considered jointly by the parties. 

Does that kind of considering go to the extent of approving a proj- 
ect as such, or just the technical features of it ? 

Mr. F.iorerc. We intend to have a complete and 100 percent voice 
in the selection of projects and I think this language gives us that. 

Mr. Ramey. Taking that language literally, I say it does not. It 
is the technical and economic features of it. 

Mr. Fionera. That is the whole thing. 

Dr. Prrrman. What we were trying to keep out of was the political 
determinations that would have to be made as to what countries would 
get how many plants, what companies would bet them, where they 
would be located. We did not want to get into those questions. 

Mr. Ramey. Isn’t that exactly what we are talking about when we 
are talking about the Edison-V olta project being proposed or any other 
particular projects being proposed 4 

Dr. Prrrman. If the Edison-Volta project, for instance, when the 
proposal came in, was acceptable to Euratom with respect to its loca- 
tion and whether or not Italy should get that much of the program 
is one thing. But we would review it from the standpoint of all of the 
technical and economic factors. We would base the authorization for 
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the money to go ahead and sign the necessary contracts and that we 
would have to sign with the fabricator to extend the guaranties and 
you would have that before you at the time the authorization was given 
to us to enter into these contracts. 

Senator Pastore. May I raise another question along this line? Let 
us assume, for instance—I am thinking out loud—we talked about 
Edison-Volta and the SENN projects, let us assume that Euratom 
did approve a project for the country of Italy and they looked over the 
whole situation and they figured that they could best participate under 
Euratom through this Edison-Volta suggestion. What would be 
wrong with it? Aren’t.we trying to produce this thing? What 
difference does it make to us whether Volta, SENN, or some other 
company is set up? What business is that of ours? This is either 
good or not good for all of Euratom. How they spread it out and 
whether they adopt one company or another company, why is that so 
much our business ? 

Senator Anperson. Because we are talking about developing new 
reactors. If we haven’t, we ought to know it. 

Senator Pastore. Let us assume that Edison-Volta and SENN 
cannot possibly develop their program unless they come under 
Euratom, I do not know why we should write these restrictions in. 
I think it would be very undiplomatic. I do not think we ought to 
tell Euratom which projects it ought to consider. I think, when you 
finally get to that point, it ought to be left to the United States Gov- 
ernment in dealing with Euratom to find out if that is the kind of 
reactor we ought to get into under this Euratom program. 

Representative Hoxirretp. I am inclined to agree with Senator Pas- 
tore, that, if we go into this, we go into it with the understanding that 
it is a bailout program, it is a subsidy program, and we are doing it 
for certain reasons, and then the point that comes to my mind is 
that you cannot start playing favorites among the companies. 

Whoever has the initiative can go and sell the products to European 
people and get their cooperation and acceptance of their product, 
which would inevitably have to be considered. However, when we 
come to that point of consideration which is the responsibility of the 
AEC, then we get down and start looking at figures. 

(Discussion off the record.) 

Mr. Ramey. You would have to recommend one outfit. 

Mr. Fiopere. Yes. 

Mr. Ramey. You would have to look at the basis that the utility 
company submits. 

Mr. Fiozerc. We would not select between the bids. The proposal 
would come in after they had selected between the bids. The question 
would be whether the proposal was adequate for us to participate 
in it. I would like to point out that is not a great spread. 

Representative Hotirteip. I understand. 

Mr. Froperc. On a simple construction project 100 percent is not 
unusual. 

Mr. Ramey. The spread in research and development does get up, 
but in construction normally, if a person makes a low bid of less than 
say 20 percent, you go back to him and see if he made a mistake. 

Mr. Froperc. In the highway building business, it is not unusual to 
have one bid 100 percent higher than another. 
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Representative Hortrteip. Here is the question I am going to ask: 
Let us assume that General Electric is capable of offering the cheapest 
fabrication and the longest life to these companies in Europe; is there 
any reason—and this is an extreme question, I will admit, but it can be 
cut down—is there any reason why General Electric should not get all 
of the contracts ? 

In other words, is there any provision in this bill which will accom- 
plish a maximum distribution of these contracts to American indus- 
try, or are 1 or 2 of these industries in America going to get all of it 
and the rest of them unable to participate ? 

Mr. Fiopnerc. My answer is that it is the intention of the Commis- 
sion to distribute as widely as economically and reasonably sound. 
This is an administrative problem that will face the Commission. I 
am not attempting to minimize it. It believe you put your finger 
on one of the administrative problems we will have to face and you will 
have to have confidence in the Commission. 

Senator Bricker. How much of a range do you have on costs ¢ 

Mr. Foserc. It will depend on a case-by-case basis. 

Representative Van Zanpr. And we will review the thinking of the 
Commission. 

Mr. Friosere. That is right. 

Representative Horirretp. Would you be averse to some legislative 
implementation on prohibiting anyone in the industry having more 
than 1 contract in this particular program of 6 which are supposed to 
start in the year 1959—would you be averse to having any kind of 
restriction—so that it would be spread among the American industry ? 

Senator Pasrore. If the Congressman will yield on that point, J 
think you will create the opportunity for the highest bonanza of 1959 
because the operation of that is going to be to raise the bids. 

Representative Horirreip. J know. 

Senator Pastore. This competition will have to come in meeting the 
low bid. From an administrative point of view, they will encourage 
as much distribution as possible and they will look to find out why 
somebody is 100 percent more than anybody else after the first bid. 
But to say you can only take one, then you will eliminate the lowest 
bid one by one and you will go higher and higher. 

Mr. Fioserc. Senator, I have seen scores of proposals on bids in 
the Pentagon for particular items of military procurement and 1 
would say having the highest bid twice as high as the lowest bid in 
any case where there are more than a very few bids is more normal 
than otherwise. I think that isa fair statement. 

Senator Jackson. Not if you have good contractors. 

Mr. Fropere. Yes, sir. 

Senator Jackson. You mean it will be double? 

Mr. Frosere. Yes, sir. I am talking about things like radios that 
are procured. It is not at all unusual if 20 people bid on a radio 
procurement project, for the highest bid to be twice as high as the 
low one. 

Senator Pastore. Why is that important here? The important 
thing is, if a company bids 100 percent less than the top side, in a 
bid of 6, then it is time the other 5 begin to look at their own opera- 
titon to find out why they are 100 percent more and that is America 
for you. 
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Senator Anperson. I am just wondering now: We took some bids 
on a portable type of plant for the Army. What was the range of 
bids in that case? 

Mr. Fiosere. I do not know, Senator. 

Senator Anperson. The low bid was less than half of the high 
bid, was it not, and we let it to a company who admitted that they 
were going to take a million-dollar loss in order to preempt the field ? 

Mr. Fuoserc. This is the point that Mr. Ramey brought out be- 
fore, that people like to buy business. 

Senator Anperson. Is it not true that in this guaranty the Reac- 
tor Development Division is the one that is going to decide this and 
not the price at all? 

Mr. Fiozerc. No, I would not say that. The Reactor Development 
Division will decide it but on the basis of all the elements that are 
involved including price. 

Senator Anperson. Who, in Reactor Development Division, is com- 
petent to do that ? 

Mr. Fioserc. Dr. Pittman is the acting head of it, and he is pretty 
competent. I do not want to pass the buck to the Reactor Develop- 
ment Division but this will be the responsibility of the Commission, 
and it is the Commision’s neck, including mine, if we lay eggs here. 

Representatve Horirretp. Mr. Floberg, in view of the probable dis- 
parity of bids, can’t you almost foresee that the contracts will be chan- 
neled into 1 or 2 companies ¢ 

Mr. Fioserc. No, Mr. Holifield, I would not be so bold as to say 
that there would not be leading companies in this industry like there 
are in every other industry. 

Representative Houirievp. This is not a well-established industry. 

I am just wondering, and this may be necessary, if this does not 
mean that probably 2 companies will get about 3 reactors apiece out 
of this if they start in 1959 to end in 1963? 

Mr. Froserc. I do not think so. 

Representaitve Hottrrevp. I hope not. 

Mr. Froserc. I hope not, too, and it is certainly not my intention 
that it work out that way. 

Senator Anperson. What can you do about it? They will be low. 
They are the only people that can bid, just Westinghouse and Gen- 
eral Electric. 

Mr. Frosere. I do not think that is true at all. I think there are 
other people in the reactor fuel element business who will be in a posi- 
tion to compete with considerable effectiveness. It is certainly my 
oe that is the fact. 

Senator Anperson. If you don’t go to these people, you will end up 
with AMF or Bechtel, that Mr. Davis will take on the work. It will 
either be these companies or somebody from the Atomic Energy 
Commission that has been planted in these others. Nobody else has 
any experience in this. 

Mr. Fiozerc. I think the Metals & Controls Co. has had considerable 
experience. 

Mr. Ramey. That would be on fuel elements ? 

Mr. Fropere. Yes. 

Mr. Ramey. They would be a subcontractor to one of the outfits that 
bids on the reactor, itself. 
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Mr. Fioserc. We are just talking about fuel elements in connection 
with Mr. Holifield’s question. 

Then there is Babcock & Wilcox who have made quite a few fuel 
elements. 

There are 4or5 others. Iam not going to start predicting now who 
is going to get the contracts that have not even been authorized to 
be negotiated and places that we do not even know the identification 
of, or countries that have not been named. 

Representative Price. Who will let the contracts? 

Mr. Fioserc. The operator of the utility in question. 

Representative Price. That will be a foreign government. ¢ 

Mr. Fiosere. No, it will be a foreign utility. 

Senator Jackson. How about the case of France? 

Mr. Fiosera. It will bea government-owned utility. 

Senator Jackson. That is a rather small fraction because the great- 
est part of the money will be going to publicly owned utilities. 

Representative Price. It will be a foreign organization. 

Can you explain to me the nature of the control that the Atomic 
Energy Commission would have over the selection of the contract? 

Mr. Fiosere. Yes, the way this would work out is that the foreign 
utility would make its proposal to the joint Euratom-United States 
Board on the basis of criteria which ind been previously established. 

The joint United States-Euratom Board would examine the pro- 
posal and would either qualify it or disqualify it and part of the pro- 
posal in which we have a complete voice is the identity and price of the 
fuel element manufacturer. 

Then this proposal, if it is cleared by the joint Board, has to come 
to the Atomic Energy Commission for its approval and we have to 
submit it to this committee for our authorization to proceed with this 
proposal. 

Senator Pastore. Yes, but your interest would not be so much who 
gets the contract and w hat price; your decision will rest entirely upon 
your responsibility under sec tions 3 and 4 of this act. 

For instance, let us face it. Insofar as the direct purchase of the 
reactor is concerned, that is the money of Euratom. If they are 
going to pay us back for the money they borrow from the Export- 
Import Bank and if they arrange to get their own money, that is. 
Our responsibility is under section 3 and section 4 and then you get 
into this chemical processing that we are talking about which is a 
further insurance of guaranty. But the fact of the matter is that 
Euratom is pretty much going to say, “Look, why should we go to a 
third company when we can buy this reactor which meets all the re- 
quirements and minimized your responsibility under sections 3 and 
49” 

What do we care if they are building two other reactors and why 
should they care ? 

Mr. Froserc. Our answer is that you might not but we do. 

We consider this as an important element in the selection. 

Senator Anprerson. One firm bids $120, the other firm bids $295 
and you take everything over $100; you just got through testifying 
that the foreign government will decide which one it will take. “The 
foreign gover nment s% ays give us the $295, they won’t come back to us 
for over the $100, and you pay the $195 because you had the authority. 
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Mr. Frosere. No, we would say in our initial establishment of 
criteria 

Senator AnpEerson. They would go back to you? 

Mr. Fiozere. Yes, they have to come back to us. 

Senator Anperson. Then the decision is not in the hands of the 
foreign utility ? 

Mr. Froserc. The decision is in the hands of several checks and 
balances on each other, and you are the ultimate one. 

Representative Price. In awarding the contract ? 

Mr. Frosere. We cannot ciensedt until we are authorized. You 
cannot do anything until it is authorized. There is a whole series 
of checks in this. 

Senator Pasrore. I realize that. We have a faculty of confusing 
this issue. . 

After all, what are we struggling over here? We are struggling 
over the responsibility of the United States Government. You start 
on the premise that this is their money whether they borrowed it from 
us or not. They have to pay it back at 4 percent interest. They are 
the purchasers. We are interested and we have reserved the right to 
select the reactor only because we have some responsibility with rela- 
tion to that reactor. 

Senator Anprerson. All of the money is ours above a hundred 
dollars. 

Senator Pasrore. Who said so? 

Senator ANpErson. How about it? Isn’t all the moneys ours above 
$100? 

Dr. Prrrman. On the fuel element; yes. 

But that is only one small factor. 

Senator Pastore. That is right. But that fuel element comes under 
section 4 of this bill. That is the interest we have. Our responsibility 
is under sections 3 and 4. Once they have shown us that our responsi- 
bility under 3 and 4 is less with the one that they would like to have, 
even though it might cost more, I do not think we can go very far and 
tell them what kind of reactor they are going to have if it does improve 
the art. 

In other words, we cannot get into this idea of how we are going 
to distribute these American contracts among American manufactur- 
ers at their detriment. 

Chairman DurHam. We could tell them that we are not going to 
pay $295 for a fuel element. 

Senator Pastore. That is right. 

Under sections 3 and 4 we have a direct responsibility. 

Senator Anperson. Very importantly for the record, do we under- 
stand then that these contracts are going to be submitted to the Con- 
gress and specifically to the Joint Committee on Atomic Energy ? 

Mr. Fioserc. Each proposal will be submitted for authorization ; 
yes, sir. 

Senator Anperson. But the contract as finally drawn up will be 
submitted ? 

Senator HickENLoorer. You do not mean authorization; you mean 
it will be submitted to the Joint Committee for a period of time? 

Mr. Fropere. No, sir. 

Senator Hicken.oorrr. Does it have to have affirmative authoriza- 
tion of the Congress ? 
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Mr. Fiozere. Yes, sir. We cannot make the contract until we are 
authorized. 

Senator Bricker. You mean on the appropriation ? 

Mr. Fioserc. No; I mean authorization. 

Senator Pasrore. We authorize the limit of our guaranty. 

Chairman Duruam. We are not guaranteeing the shell and hull and 
outside. It is only the fuel element we are guaranteeing. 

Mr. Fiozerc. That is right. 

Senator Anperson. With respect to section 7 (b), page 4, it says: 


Contract made under the provisions of this section to acquire plutonium or 


any interest therein may be at such prices and for such period of time as the 
Commission may deem necessary. 


Does that have any relationship to this plutonium price we have been 
talking about ? 

Mr. Fioperc. That is the plutonium price and if you read the 
provisos you will note that it is on the fuel value of the plutonium. 

Senator Anperson. Why do you need this language? hy don’t 
you start after the “Provided,” and say, “Any contract made under 
the provisions of this section to acquire any plutonium in any reactor 
constructed in the joint program”—starting at line 23—“shall be for 
a period no longer than 10 years”? Why do you put in those first 
words ? 

Mr. Fiosera. Because, Mr. Anderson, I believe at the present time, 
we are limited to 1-year contracts, in overseas procurement. 

Senator Anperson. No. 

Mr. Fiosere. What we want to do is make a longer term contract 
at the fuel value price. 

Senator Anperson. Then that is very simple. You can strike out 
the first three lines. 

Mr. Fioserc. That is just negative language we have in there. I 
am not going to argue about particular language. 

Senator Anperson. It must have a reason. It did not just happen. 

Mr. Frosere. I think this is good draftsmanship. What this says 
is that we have authority to make a long-term contract but it is lim- 
ited to 10 years and the second proviso says that we are limited to 
the fuel value price. I think this is good draftsmanship but if your 
lawyers disagree, it is perfectly all right with me to change it. 

Senator Anperson. Why can’t you say that any contract made 
under this section may be for a period of 10 years and not more than 
the fuel price? 

Mr. Fiosere. That is perfectly all right, if you prefer it that way. 

Senator Pastore. Doesn’t it say the same thing? 

Senator Anperson. No. It starts off that they have authority to 
do what they want to, and then you have the proviso. 

Why don’t you say that correctly ? 

Mr. Fioserc. We thought this was a better way to say it. If you 
disagree, you say it the way you want to, because we are talking 
about the same thing. 

Mr. Ramey. Under this introductory language, wouldn’t it be pos- 
sible outside of the joint program, to pay a weapons price for pluto- 
nium under the language of lines 20 to 23. 

Mr. Froserc. I assure you it was not in there for that, Mr. Ramey. 

Senator ANpERsoN. You make other contracts under the provisions 
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we were discussing the other day for NATO countries and you are 
suggesting or you are going to buy that back for $30. The then 
chairman of the Commission said to us, I will be back. You have 
stricken out my authority to do it but I will be back to get it. I 
thought this is the way you are going to get it. 

Mr. Froserc. There is nothing subtle about this language. This is 
meant to be read in the light of the whole bill and I would like to 
point out that section 7 (a), the last sentence says, the Commission is 
authorized to acquire up to 4,100 kilograms of plutonium for peaceful 
purposes. This clearly states it is to be from the community. 

Senator Anperson. You realize that the first few lines have very 
carefully left out that it has to be under a joint program. 

_ Mr. Froserc. You put it in there because that 1s what the intention 
is. 

Senator Anperson. If that is the intention, why did they write it 
this way ? 

Mr. Froperc. We thought it was clear. If there is ambiguity, re- 
solve it. 

Senator Pastore. It says, “Any contract made under the provisions 
of this section,” and section 7 where we are talking about the Atomic 
Energy Commission and Euratom, says, “Contracts made under the 
provisions of this section to acquire plutonium or any interest therein 
may be at such prices and for such periods of time as the Commission 
may deem necessary. After that comes your word of limitation. 

You say you can do it at any price under any conditions provided 
that insofar as the time element is concerned, with respect to plu- 
tonium produced in any reactor constructed under the joint program, 
no such contract shall be for a period greater than 10 years. There 
are your words of limitation. Of operation of such reactor Decem- 
ber 31, 1978, whichever date is earlier, and a further proviso of limi- 
tation that no such contract shall provide for compensation or the 
payment of a purchase price in excess of the Commission’s established 
price in effect at the time of delivery to the Commission for such ma- 
terial as fuel in a nuclear reactor. I do not know how much better 
you can do than that. 

Senator Hickentoorer. If the danger that Senator Anderson sug- 
gested exists, it exists in section 7 (a). I do not think it does. But it 
does not exist in (b) or the provisos, because (b) refers to a contract 
made under the provisions of this section. So it must exist in section 
(a) and I do not believe it does because it says the Atomic Energy 
Commission is authorized to purchase or otherwise acquire from the 
community. 

Senator Anperson. Let me point out that it does differ. I very 
respectfully suggest to these lawyers, the community will make con- 
tracts with Great Britain, will it not? We all know it does. It will 
make contracts with Great Britain and produce plutonium under that 
contract, and this says they can buy the British reactor plutonium $30 
for weapon grade but on the joint program of the United States they 
have to pay only the fuel price. 

Mr. Froserc. No; I do not think so. 

Senator Hicken.oorer. That is only if the community is the 
broker. 

Senator Anprerson. They will not be acting as a broker. 
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Mr. Froserc. This authorizes us to buy plutonium under this pro- 
gram. I point out that we are limited to 4,100 kilograms. 

Senator Anperson. It says “authorized to purchase from the com- 
munity.” They can buy the British-produced plutonium. 

Senator Pasrore. Then your objection is not to clause (b); your 
objection is to clause (a) ; in other words, you want to say the Atomic 
Energy Commission is authorized to purchase or otherwise acquire 
from the community any reactor products under this joint program ? 

Mr. Froserc. Special nuclear material produced in the reactor 
under this program. 

Senator Pastore. Your limitation should be at the top and not at 
the bottom. I go along with that, or you can write it in the report. 
His argument is that the community may be producing plutonium 
from reactors bought from other countries. Our privilege to buy 
back must be only out of those reactors that we agree upon in joint 
cooperation agreement. 

Mr. Frornerc. If there is any ambiguity, clarify it. 

Senator Anperson. As General MacArthur said, when he got out of 
the islands, “I will be back.” 

Admiral Strauss said, when he lost the argument about $30, “I will 
be back.” I thought he was back with very good language drawn by 
a very skillful lawyer. 

Senator Hicxenvoorrr. I think this language is completely clear. 

Mr. Frosere. Admiral Strauss is not in hiding behind those words. 
If there is any ambiguity, you change it. 

Senator Jackson. I did not think we had any requirement for 
plutonium. 

Representative Van Zanpr. That is another matter. 

Mr. Fiozera. This is peaceful uses. 

Senator Pastore. Why don’t you look at the words after “special 
nuclear material,” and just add the words “produced in any reactor 
constructed under the joint program ?” 

Senator Bricker. Do we have any use for uranium 233? We never 
have used it. 

Dr. Prrrman. The power-reactor program is beginning to request 
more U-233 than we have available right now, sir. We have a tenta- 
tive request for U-233 which is in excess of the quantities we have. 

Senator Bricker. How much do you anticipate will be provided 
under this program ? 

Dr. Prrrman. To the best of our knowledge, the amount of U-233 
that will come under this program will be very, very small because 
they are not talking about U-233 blanketed reactors. 

Senstor Brickre. Where do we get it in this conntry ? 

Dr. Prrrman. We have to make it in our own reactors. 

Senator Bricker. Where are we making it ? 

Dr. Prrrman. If we make any, it would be either Savannah or 
Hanford. We have very little made. I doubt seriously that we will 
expect to get much U-233 under this program because the reactors in 
general will be of different types. 

Senator Bricker. Do we have to change our reactors at Hanford 
and the Savannah River in order to get the 233 ? 

Dr. Prrrman. No. You just load thorium into them in the control 
positions or other blanket positions. It does use up some of the 
neutrons that would otherwise be used in making plutonium. 
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Senator Bricker. You anticipate an increasing need for U-233 ? 

Dr. Prrrman. I think the results of experiments that are now 
underway or will be underway as soon as the U-233 is made available 
might in fact cause an increase in the demand for U-233. Personally, 
I feel as time goes on, that U-233 and plutonium must take their 
place as fuels in the nuclear program. 

Senator Bricker. Where does the thorium come from ? 

Dr. Prrrman. It is pretty widely spread. We have been purchas- 
ing thorium nitrate under contracts. It comes from monazite sands 
which are pretty widely distributed all over the world. 

Senator Bricker. We are not dependent on India and Brazil? 

Dr. Prrrman. No. We also get it from thorite which is available 
in Wyoming. 

Senator Anpverson. There is a tremendous amount of thorium in 
New Mexico in ores and the Atomic Energy Commission tosses it to 
one side and says it is valueless. 

Dr. Prrrman. I think so. I do not have the figures but I believe 
the reason is that it is more economical to get it out of the thorite and 
monazite than it is out of New Mexico, but please do not hold me to it. 

Senator Anperson. I do not hold you to it. I point out that when 
a miner brings in some ore with thorium, they penalize him because 
he has a valuable ore along with the uranium. 

Dr. Prrrman. I am sorry. I cannot comment on that. 

Senator DworsHax. What will be used in these fuel elements? 

Dr. Prrrman. Uranium. 

Senator DworsHakx. What formula? 

Dr. Prrrman. The guaranties are on uranium oxide clad in stainless 
steel or zirconium. 

Represetnative Hoxirretp. I would like to have an explanation of 
line 7 and line § on page 6. 

Mr. Fuozerc. That is subsection (7) of 7? 

Representative Hoxtrretp. Excuse me. They were taking this in 
order. I have jumped quite a bit. 

Chairman Duruam. On section 6, Mr. Ramey has a question. 

Mr. Ramey. I think Dr. Pittman might be reed in this. Is 
section 6 on reprocessing services necessary in view of the light of the 
section of the omnibus bill that provides almost similar type services 
with possibly a few more policy provisions than may be desirable? 

Dr. Prrrman. Mr. Ramey, I think that section 6 is not necessary 
now that the omnibus bill, which as I understand it, says that as long 
as we are processing in chemical plants for domestic industry or as 
long as the agreement for cooperation is in effect, we may continue to 
process for those under the agreement for cooperation. The onl 
difference between that and this is that this says we may for the full 
10 years of the agreement, regardless of whether there is an American 
plant in existence, still do it in our plants. 

We would have no objection to the elimination of section 6 now 
that the omnibus bill has been passed. 

Senator Pasrore. Section 6 then is recommended to be dropped? 

Mr. Fioperc. We are not recommending that it be dropped. 

Dr. Prrrman. We just say we do not object. 
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Senator Pastore. If we do drop it, it will not cause you any harm? 

Dr. Prrrman. That is right. This gives us a little more flexibility 
but I do not think we need it. 

Mr. Ramey. It is a little more protection for private veer p+ in 
the United States. Under the bill as it stands, you could use the Gov- 
ernment plant. Under the ominibus bill you would not use a Govern- 
ment plant when private facilities are available. 

Senator Pasrorr. Are we asking that it be dropped ? 

Mr. Ramey. We raised the question. 

Senator Pastore. Are we asking that it be dropped ? 

Chairman DurHam. We just asked them, was it necessary to have 
it in view of the fact that the omnibus bill has passed the Congress. 

Senator Pastore. It may be desirable to keep it. 

Chairman Duruam. That is the question we asked. 

Senator ANperson. When we get down to it, we will decide it. 

Senator Pastore. Ramey says it does have a feature that is not 
in the omnibus bill. 


Representative Van Zanpr. Mr. Chairman, there is a quorum call 
in the House. 


Chairman Duruam. I guess we will have to adjourn. 


Representative Price. You had better decide whether you want this 
bill out or not. 


Chairman Durnam. The committee will adjourn. 
(The material referred to on p. 449 follows :) 


Sec. 3. There is hereby authorized to be appropriated to the Atomic Energy 
Commission, in accordance with the provisions of section 261 (a) (2) of the Atomic 
Energy Act of 1954, as amended, the sum of $60,000,000 fer use im @ 
$3,000,000 as an initial authorization for fiscal year 1959 for use in a large scale 
joint program of research and development in connection with the types of re- 
actors selected by the Commission and the community under the joint program. 
The United States may enter into contracts for such periods as it deems neces- 
sary, but in no event to exceed 5 years, for the purpose of conducting the re- 
search and development program authorized by this section. 


(Whereupon at 12:15 p. m., Thursday, August 7, 1958, the com- 
mittee adjourned to reconvene, Wednesday, August 13, 1958.) 
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WEDNESDAY, AUGUST 13, 1958 





ConGrEss OF THE UNITED Srates, 
Jount ComMitrree oN Avomic Enerey, 
Washington, D.C. 

The Joint Committee met, pursuant to call, at 2:30 p. m., in room 
K-88, the Capitol, Hon. Carl T. Durham (chairman of the Joint 
Committee) presiding. 

Present: Representatives Durham, Holifield, Price, Van Zandt, 
Patterson, Hosmer; Senators Anderson, Pastore, Jackson, Hicken- 
arpa, and Knowland. 

Also present: James T. Ramey, executive director, John T. Con- 
way, assistant director, David R. Toll, staff counsel, George E. Brown, 
Jr., George E. Murphy, Jr., staff members; N. R. Nelson, technical 
adviser; Edward J. Bauser, technical adviser, Joint Committee on 
Atomic Energy. 

Chairman Durnam. The committee will come to order. 

The committee is meeting today to receive comments from the 
Department of State and Atomic Energy Commission on the clean 
hills and resolutions filed yesterday on Euratom. 

The committee appreciates that neither the State Department nor 
the Commission has had much opportunity to review these clean bills 
and resolutions, but I believe the respective staffs have been familiar 
with their general outlines through informal meetings the last few 
days. 

We have with us today Acting Secretary Herter of the State Depart- 
ment and Chairman McCone and other Commissioners of the AEC 
who will present their views on the proposed legislation. 

I understand we will start off with Mr. Herter this afternoon to 
make his comments on the clean bills. We will be glad to have your 
comments. 


STATEMENTS OF CHRISTIAN A. HERTER, UNDER SECRETARY OF 
STATE; PHILIP J. FARLEY, SPECIAL ASSISTANT TO THE SECRE- 
TARY FOR DISARMAMENT AND ATOMIC ENERGY; ARTHUR 
HARTMAN, BUREAU OF EUROPEAN AFFAIRS; AND J. ROBERT 
SCHAETZEL, OFFICE OF SPECIAL ASSISTANT TO THE SECRETARY 
FOR DISARMAMENT AND ATOMIC ENERGY 


Mr. Herter. Thank you, Mr. Chairman, I am sorry Mr. Dillon is 
not here. He has been with you on a number of occasions. 


Chairman Durnam. We are always glad to have you back up here 
on the Mill. 
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_Mr. Herter. Thank you. I have a brief statement here I would 
like to read if I may. 


Chairman Duruam. Allright. You may proceed. 

Mr. Herter. As I indicated in my letter of yesterday to Mr. Dur- 
ham, passage of the revised bill, act for cooperation with Euratom, 
and congressional approval of the international agreement will enable 
this Government to proceed actively with the United States-Euratom 
nuclear power program. 

_I cannot stress too strongly the importance of favorable congres- 
sional action, prior to adjournment, on these two fundamental ele- 
ments of the program. 

Action by the Congress will further the development of atomic 
energy for peaceful purposes. This committee is especially aware of 
the great promise of nuclear power—and can therefore sense the 
reaction of Europe to the early initiation of a joint program of this 
magnitude. 

It is not just that a foundation will be laid for American associa- 
tion with the new European atomic energy industry, but it is of equal 
significance that the United States is prepared to place its knowledge 
and strength in a common effort. Such a step quickly taken will be a 
tangible earnest of United States concern about their economic well- 
being; of our dedication to work with Europe on a program vital to 
their economic survival, and finally lend American support to a fur- 
ther step toward European unity. 

The revised bill gives the administration the necessary framework 
within which we can proceed with the joint program which was ne- 
gotiated last spring with Euratom and allows us to work in close 
cooperation with our European friends in developing the program. 

In short, it gives assurance of United States Government support 
for this joint effort. 

At the same time, the legislation insures that the Joint Committee 
and the Congress will be fully and continually informed of the de- 
velopment of the program. This is as both the Department of State 
and the AEC would wish it to be. 

We expect that rapid progress can be made in the remainder of this 
year and that by January, when Congress reconvenes, the AEC and 
the Department will be in a position to provide the committee with 
information responsive to the questions raised in the course of the 
hearings regarding implementation of the joint program. 

Finally, may I commend the committee for the thorough study it 
has made of the program over the last several weeks. I realize the 
burden this has placed on the committee, particularly in view of the 
necessarily late date at which the program was ready for submission 
to the Congress. 

The fact that the committee made this effort will not be lost on the 
Europeans and will be correctly construed by them as a recognition 
by the Congress of the technical, economic, and political value of this 
major program both to the United States and to our European 
partners. 

Chairman Duruam. Thank you very much, Mr. Secretary. 

Are there any questions of the Secretary ? 

Senator Anperson. What do you think of the bill ? 

Mr. Herrer. I think the bill is all right, sir. I am not a technician 
in that field, but having talked it over with our advisers, I think it is 
all right. 
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Senator Anperson. A good many changes have been made. Will 
they cause any difficulties ¢ 

Mr. Herter. I do not think so. 

Senator Anperson. The guaranty of $90 million is not a firm 
guaranty. 

Mr. Herter. Well,no. There will be a lot of consultation with this 
committee before it can become a reality. 

Senator Anperson. It is going to have to be implemented step by 
step, project by project. Will that cause any trouble? 

Mr. Herter. I do not think so, sir. 

Senator Anperson. You have said that such a step quickly taken 
will be a tangible earnest of United States concern about economic 
well-being. What about their responsibility on tariffs? They under- 
took to see if they could reduce tariffs or agree that they might. Have 
they done anything yet in any country on the reduction of tariffs? 

Mr. Herrer. You mean in the overall program ? 

Senator Anperson. No, not in the Common Market. I guess I 
can find it in here in the discussion of the elimination of tariffs in 
order to help make this possible. 

My understanding is that all of the European countries have sort 
of virtually decided they are going to leave the tariffs alone in order 
to protect European-made fuel elements so that American-owned 
goods cannot get in on this program, so that American-owned sub- 
sidiaries cannot, but the subsidiaries in Europe will have to make the 
components for the reactors. 

Have you heard anything along that line so that companies not hav- 
ing European subsidiaries could not compete ? 

Mr. Herter. I have not heard of any such move as that to such 
extreme. 

Senator Anperson. It is in the agreement for cooperation that they 
will work on it. You have commended this committee for trying 
to work on this. They have been under the same obligation to work 
on it. They did not have a treaty to work on, they had to work on 
the tariffs. 

Have they worked on a single tariff as far as the State Department 
knows? 

Mr. Herter. May I ask Mr. Schaetzel to answer that. He is more 
familiar with that than Iam. 

Mr. Scwarrzeu. I cannot answer specifically what they have been 
doing over all the past several months on this matter. The commit- 
ment to reduce the tariff to the maximum extent possible is a part of 
the Euratom treaty, in which by January 1959 they are supposed to 
have reached agreement among themselves and the Common Market 
on atomic energy items, and at that time to set a tariff to the outside 
world, including this program which will be at the lowest average 
level of the six nations. 


Senator Anperson. Is that your understanding of what article X 
means when it says: 


The Euratom Commission will take all action open to it under the treaty estab- 
lishing the European Atomic Energy Community to minimize the impact of 
customs, duties on goods and products imported under the joint program. 
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Mr. Scuarrze.. Yes, sir. I think there is a final working paper 
in the back which elaborated the tariff item, which is a fairly com- 
plicated business and—— 

Senator ANnprrson. Since this was originally signed in January, 
would it be safe to say aeene has been happening i in any country ? 

Mr. Scuarrzen. No, sir, I did not say that. I just do not know. 

Senator Anprrson. I say, would it be fair to say, since this was 
signed in January, that nothing has happened in any country to 
minimize the impact of the tariffs? 

Mr. ScuHaerzev. I cannot say yes or no to that. I just do not know. 

Senator. Anperson. If anything had happened, you would know 
about it, would you not? 

Mr. Scuarrzet. Not necessarily. 

Senator AnpErson. Do you mean a country can take an action to- 

yard minimizing its tariffs when Euratom is in existence and watch- 
ing, without finding out about it over here ? 

Mr. Scuartzet. The first step is to take consultation among mem- 
ber states of Euratom, and they could have been going on among them- 
selves that we would not be privy to. 

Mr. Herrer. I can say, Senator, under the Common Market agree- 
ment as of January 1, they are reducing 10 percent across the board 
and they have got a continuing scale they are hoping to meet. 

Senator ANperson. To the world or among themselves ? 

Mr. Herrer. That is the same six nations that make up the Com- 
mon Market. 

Senator Anperson. I say, is it to the world or among themselves? 
They are reducing tariffs among themselves 10 percent, are they not? 

Mr. Herrer. Yes, and we are hoping that is going to be extended 
to the world, too. 

Senator Anperson. Can we not distinguish between what people are 
doing and what we are hoping! Is there anything thus far contem- 
plated that would reduce the tariff on American-made reactor parts 
into the Euratom countries? 

Mr. Herrer. I could not answer that. 

Senator Anperson. The answer is “No,” is it not? 

Mr. Herter. As far as I know, it is “No.” 

Senator Anperson. And as far as any body knows. 

Mr. Herrer. But it could be “Yes.” I just do not know. 

Senator Anperson. Do you think all the haste ought to be on the 
United States? Do you not think when they sign an article they 
will try to reduce the impact of tariffs and then decide they will not 
reduce the impact on tariffs in order to get these parts made in Europe, 
that this is of some interest to us, that this is a mutual agreement ? 

Mr. Herrer. I would say this is a commitment on their part, cer- 
tainly, to do what they can within their power to reduce them. 

Senator Anperson. We know their answer is going to be “We were 
unable to do anything.” They are not going to do one single, solitary 
thing in the tariff field, are they ? 

Has not that been pretty well indicated ? 

Mr. Herter. I do not know that we have any indication of that. 

Senator Anperson. Have you had any indication to the contrary ? 

Mr. Herter. No; except for the good faith, for what it is worth. 
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Senator Anperson. We had language once upon a time that read 
like this: 

In order effectively to carry out the atoms for peace plan of the United States, 
the Commission shall have responsibility— 
meaning the Atomic Energy Commission— 
the Commission shall have responsibility for the conduct of a vigorous program 
of international cooperation and assistance in the designing, construction, and 
operation of power reactors and related matters. The planning and execution 
of such a program shall be undertaken as rapidly as practicable. 

Do you believe the Euratom proposals are consistent with that 
language ¢ 

Mr. rferrer. You were reading so fast that I could not get the 
implications of that. 

Senator AnprersoN. This is the language. 

(‘The document was furnished Mr. “Herter. ) 

Mr. Herrer. I cannot see there is any inconsistency between this 
and the bill as drafted. 

Senator ANprerson. You see, that is from the Gore-Holifield bill of 
2 years ago, and the State Department vigorously opposed that lan- 
guage 2 years ago. 

Mr. Herrer. I am told that the opposition at that time was only to 
one word in it and that was that the President rather than the Com- 
mission should be inserted at that point. 

Senator Anperson. In the language this year it is the Commission. 

Mr. Herrer. Yes. 

Senator Anperson. Are you opposed to the language this year 
which puts it in the Commission ? 

Mr. Herrer. I do not think so. I do not think we would quibble 
on that. 

Senator AnpErson. But you did oppose that on the grounds it was 
the Commission. Now the same language is in the new bill and you 
are not opposed to that. 

Mr. Herter. I would say it is something we can live with happily. 

Senator Anperson. I am glad you can live with it happily. I find 
it a little hard to understand why it was banned 2 years ago in the 
bill the Joint Committee recommended. 

Mr. Herrer. I do not know how vigorously it was opposed. I was 
not here 2 years ago. 

Senator ANDERSON. I can assure you it was very vigorous oppo- 
sition. 

Chairman Durnam. Are there any other questions? 

Representative Van Zanpt. Mr. Chairman 

Mr. Herter. May I just say one word there # 

Representative Van Zanvr. Ge ahead. 

Mr. Herrer. I think the difference was that in one case it had to 
do with overall any number of programs and in this case it is just a 
single particular program. There is that distinction in the language. 

Representative V AN ZANDT. Mr. Secretary, in your statement you 
say the revised bill gives the administration the necessary framework 
in which we can proceed with the joint program which was negotiated 
last spring with Euratom. Does that mean that the administration 
is approving the language of H. R. 13749 (S. 4372) ? 
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(The bills referred to follow :) 
[H. R. 13749 (S. 4273), 85th Cong., 2d sess.] 
A BILL To provide for cooperation with the European Atomic Energy Community 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “EURA- 
TOM Cooperation Act of 1958”. 

Sec. 2. As used in this Act— 

(a) “The Community” means the European Atomic Energy Community 
(EURATOM). 

(b) The “Commission” means the Atomic Energy Commission, as established 
by the Atomic Energy Act of 1954, as amended. 

(c) “Joint program” means the cooperative program established by the Com- 
munity and the United States and carried out in accordance with the provisions 
of an agreement for cooperation entered into pursuant to the provisions of sec- 
tion 123 of the Atomic Energy Act of 1954, as amended, to bring into operation 
in the territory of the members of the Community powerplants using nuclear 
reactors of types selected by the Commission and the Community, having as a 
goal a total installed capacity of approximately one million kilowatts of electric- 
ity by December 31, 1963, except that two reactors may be selected to be in oper- 
ation by December 31, 1965. 

(d) All other terms used in this Act shall have the same meaning as terms 
described in section 11 of the Atomic Energy Act of 1954, as amended. 

Sec. 3. There is hereby authorized to be appropriated to the Commission, in 
accordance with the provisions of section 261 (a) (2) of the Atomic Energy Act 
of 1954, as amended, the sum of $3,000,000 as an initial authorization for fiscal 
year 1959 for use in a cooperative program of research and development in con- 
nection with the types of reactors selected by the Commission and the Com- 
munity under the joint program. The Commission may enter into contracts for 
such periods as it deems necessary, but in no event to exceed five years, for the 
purpose of conducting the research and development program authorized by this 
section: Provided, That the Community authorizes an equivalent amount for use 
in the cooperative program of research and development. 

Sec. 4. The Commission is authorized within limits of amounts which may 
hereafter be authorized to be appropriated in accordance with the provisions of 
section 261 (a) (2) of the Atomic Energy Act of 1954, as amended, to make 
guaranty contracts which shall in the aggregate not exceed a total contingent 
liability of $90,000,000 designed to assure that the charges to an operator, of a 
reactor constructed under the joint program, for fabricating, processing, and 
transporting fuel will be no greater than would result under the fuel fabricating 
and fuel life guaranties which the Commission shall establish for such reactor. 
Within the limits of such amounts, the Commission is authorized to make con- 
tracts under this section, without regard to the provisions of sections 3679 and 
3709 of the Revised Statutes, as amended, for such periods of time as it deter- 
mines to be necessary: Provided, however, That no such contracts may extend 
for a period longer than that necessary to cover fuel loaded into a reactor con- 
structed under the joint program during the first ten years of the reactor oper- 
ation or prior to December 31, 1973 (or December 31, 1975, for up to two reactors 
selected under sec. 2 (b)) whichever is earlier. In establishing criteria for the 
selection of projects and in entering into such guaranty contracts the Commis- 
sion shall be guided by but not limited to the following principles : 

(a) The Commission shall encourage a strong and competitive atomic equip- 
ment manufacturing industry in the United States designed to provide diversified 
sources of supply for reactor parts and reactor fuel elements under the joint 
program ; 

(b) The guaranty shall be consistent with the provisions of this Act of Attach- 
ment A to the Memorandum of Understanding between the Government of the 
United States and the Community, signed in Brussels on May 29, 1958, and in 
Washington, D. C., on June 12, 1958, and transmitted to Congress on June 23, 
1958 ; 

(ec) The Commission shall establish and publish minimum levels of fuel 
element cost and life to be guaranteed by the manufacturer as a basis for in- 
viting and evaluating proposals. 

(d) The guaranty by the manufacturer shall be as favorable as any other 
guaranty offered by the manufacturer for any comparable fuel element within 
a reasonable time period ; and 
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; (e) The Commission shall obtain a royalty-free, nonexclosive, irrevocable 
license for governmental purposes to any patents on inventions or discoveries 
made or conceived by the manufacturer in the course of development or fabrica- 
tion of fuel elements during the period covered by the Commission’s guaranty. 

Sec. 5. Pursuant to the provisions of section 54 of the Atomic Energy Act 


of 1954, as amended, there is hereby authorized for sale or lease to the Com- 
munity : 


Thirty thousand kilograms of contained uranium 235 
One kilogram of plutonium 


in accordance with the provisions of an agreement for cooperation between the 
sovernment of the United States and the Community entered into pursuant to 
the provisions of section 123 of the Atomic Energy Act of 1954, as amended: 
Provided, That the Government of the United States obtains the equivalent of 
a first lien on any such material sold to the Community for which payment is 
not made in full at the time of transfer. 

Sec. 6. (a) The Atomic Energy Commission is authorized to purchase or other- 
wise acquire from the Community special nuclear material or any interest there- 
in from reactors constructed under the joint program in accordance with the 
terms of an agreement for cooperation entered into pursuant to the provisions of 
section 123 of the Atomic Energy Act of 1954, as amended : Provided, That neither 
plutonium nor uranium 233 nor any interest therein shall be acquired under 
this section in excess of the total quantities authorized by law. The Commis- 
sion is hereby authorized to acquire from the Community pursuant to this sec- 
tion up to four thousand one hundred kilograms of plutonium for use only for 
peaceful purposes. 

(b) Any contract made under the provisions of this section to acquire 
plutonium or any interest therein may be at such prices and for such period 
of time as the Commission may deem necessary: Provided, That with respect to 
plutonium produced in any reactor constructed under the joint program, no 
such contract shall be for a period greater than ten years of operation of such 
reactors or December 31, 1973, whichever is earlier: And provided further, That 
no such contract shall provide for compensation or the payment of a purchase 
price in excess of the Commission’s established price in effect at the time of 
delivery to the Commission for such material as fuel in a nuclear reactor. 

(c) Any contract made under the provisions of this section to acquire 
uranium enriched in the isotope uranium 235 may be at such price and for such 
period of time as the Commission may deem necessary: Provided, That no such 
contract shall be for a period of time extending beyond the terminal date of 
the agreement for cooperation with the Community or provide for the acquisition 
of uranium enriched in the isotope U—235 in excess of the quantities of such mate- 
rial that have been distributed to the Community by the Commission less the 
quantity consumed in the nuclear reactors involved in the joint program: And 
provided further, That no such contract shall provide for compensation or the 
payment of a purchase price in excess of the Atomic Energy Commission’s estab- 
lished charges for such material in effect at the time delivery is made to the Com- 
mission. 

(d) Any contract made under this section for the purchase of special nuclear 
material or any interest therein may be made without regard to the provisions of 
section 3679 of the Revised Statutes, as amended. 

(e) Any contract made under this section may be made without regard to 
section 3709 of the Revised Statutes, as amended, upon certification by the Com- 
mission that such action is necessary in the interest of the common defense and 
security, or upon a showing by the Commission that advertising is not reasonably 
practicable. 

Sec. 7. The Government of the United States of America shall not be liable 
for any damages or public liability arising out of or resulting from the joint 
program: Provided, however, That nothing in this section shall deprive any 
person of any rights under section 170 of the Atomic Bnergy Act of 1954, as 
amended. The Government of the United States shall take such steps as may be 
necessary, including appropriate disclaimer or indemnity arrangements, in order 
to carry out the provisions of this section. 


Mr. Herrer. Is that the new bill? _ ; 
Representative VAN Zanpr. That is the new bill. 
Mr. Herrer. Yes, we are, sir. 
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Representative Van Zanpt. Does it mean that position was taken 
by the administration after due consultation with the Atomic Energy 
Commission ? 

Mr. Herter. I think we consulted by phone with the Atomic Energy 
Commission ; is that not correct ? 

Mr. McConr. Yes. 

Representative Van Zanpr. So all segments of Government, as far 
as the administration is concerned, are in accordance with the position 
that you do take here today ? 

Mr. Herter. That is right. 

Representative Horirreip. Has this been checked with Mr. Strauss 
° we know he will not write a letter to the President to blast: us 01 
this? 

Mr. Herrer. Not by us. 

Representative Hotirretp. He has not been checked ? 

Mr. Herter. No. 

Representative Hotirrecp. Do you not think it would be a wise 
thing to do? You know he is in charge of the European atoms for 
peace program and will be the man undoubtedly who will administer 
this overseas. 

Mr. McCone. I think this bill refers to the Atomic Energy 
Commission. 

Representative Horirreip. That is true. We have had legislation 
that referred to the Commission before, but the President’s confiden- 
tial atomic adviser has nullified the acts of the Commission. So we 
are—you have heard of the burnt child who dreads the fire. 

Mr. McCong. I will assume the responsibility to see the Atomic 
Energy Commission’s responsibilities are carried out. 

Representative Horirrerp. On that point, Mr. Floberg has been 
before the committee as the witness for the Commission and has made 
certain statements to the committee. Are you aware of the type of 
statements and commitments he has made and the questions of the 
committee members ? 

Mr. McConr. No, sir; I am not fully aware. I know in a genera! 
way, but Mr. Floberg is right here. 

Representative Hotirretp. The committee would like to know, I am 
sure, if you feel yourself bound as chairman of the Commission to the 
testimony which Mr. Floberg has made before this committee on the 
bill. Was he testifying as an individual Commissioner or was he 
representing the Commission ? 

Mr. McCone. Mr. Floberg has regularly reported to us the tenor 
of his testimony before this committee, and the Commission has taken 
no exception. 

Now I have not personally, and I do not think the other Com- 
missioners have, had access to, nor time to, review line by line his 
testimony. 

Representative Horirretp. So in general you might say that you 
think probably you would be in favor of it, but there is no commitment 
on the part of yourself as chairman to live up to the commitments of 
Mr. Floberg in regard to the testimony he has given before the 
committee? 

Mr. McConzr. I think it was Mr. Floberg’s intention to reflect the 
views of the Commission. 

Representative Hotrrrep. I am sure it was. 
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Mr. McConsr. I know no point of departure between his testimony 
and the views of the Commission with respect to this. 

Senator Anperson. If I may say so, I think that is the most unusual 
statement I have ever listened to. Here is a man who came here, 
we thought as a spokesman for the Atomic Energy Commission. Are 
we to understand the commitments he made in behalf of the Commis- 
sion are to be disregarded if the Commission feels like it? 

Mr. McCone. No, sir; not at all. 

Senator Anprerson. Then was he the spokesman for the Com- 
mission ? 

Mr. McCone. Yes, sir. 

Senator Anperson. He was? 

Mr. McCone. Yes, sir. 

Senator Anprerson. Therefore the representations he has made to 


this committee as the spokesman of the Commission are to be fulfilled 
by the Commission ? 


Mr. McCone. That is right. 

Senator Anprerson. That is what I thought. 

Representative Van Zanpr. Mr. Chairman. 

Chairman Durnam. Mr. Van Zandt. 

Representative Van Zanpr. Chairman MeCone, is it not true that 
Commissioner Floberg was singled out from the membership on the 


Commission to appear before this committee in behalf of this legis- 
lation or in support of it? 


Mr. McConr. Yes; he appeared at my request. 

Representative Van Zanpr. That is right. There is nothing un- 
usual about it. 

Senator Anprerson. I did not say there was. 

Representative Parrerson. I want to say that Mr. Floberg did a 
very excellent job in presenting to this committee the intentions of 
the Commission, and, also, that his testimony was superior, in my 
opinion. 

Senator Anperson. There is no argument about that. But IT am 
sure, when you go back and examine the original language that came 
back in response to the question, you will find the impression was left 
that he might not have been, and I think that is unfortunate. 

Representative Parrrrson. I was never under that impression. 

Senator Anperson. We will have the reporter go back and read 
it baek 

(The record was read by the reporter. ) 

Senator Anperson. What I had hoped you might reply was, “Yes; 
he represented the Commission. He was the spokesman for it.’ 
You said he was reporting back to you what took place at these meet- 
ings. That is not what we want at all. I want to be sure what he did 
here he was doing as spokesman for the Commission, not as a 
reporter. 

Mr. McConr. The point I was trying to convey was this: T was 
asked a specific ‘auestion conc erning Mr. Floberg’s testimony. Every- 
thing that Mr. Floberg testified to represented the viewpoint and the 
desires of the Commission. In answer to a specific question as to 
whether I endorsed everything he said, I have not read what he said, 
but TI do know that everything he conveyed to you with respect to the 
trend of the development of this legislation represented the desires 
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of the Commission, and the Commission will support it, without 
reservation. 


Senator Anperson. I think that is fine. 
Representative Parrerson. I think that is very clear. 


Chairman Duruam. Are there any further questions of the Secre- 
tary of State ? 


Senator Jackson ? 

Senator Jackson. No questions. 
Chairman Duruam. Senator Bricker ? 
Senator Bricker. No questions. 


Chairman Durnam. Thank you very much. 
Mr. Herter. Thank you. 


Chairman Durnam. We have with us this afternoon, also, Chair- 
man McCone. 


Representative Horirretp. Mr. Chairman, before we dismiss the 
present witness, do I understand, sir, that your testimony referred 


th to the resolutions and the bill, H. R. 13749, or just to H. R. 
13749 ? 


Mr. Herrer. My testimony was to H. R. 13749. There are two 
resolutions, Senate Concurrent Resolutions 115 and 116. 
(The resolutions referred to follow :) 


[S. Con. Res. 115, 85th Cong., 2d sess. ] 
CONCURRENT RESOLUTION 


Whereas the United States of America has instituted a program of interna- 
tional cooperation to make available to cooperating nations the benefits of 
peaceful applications of atomic energy; and 

Whereas the United States of America and the European Atomic Energy 
Community (EURATOM) have entered into agreement providing for coopera- 
tion in programs designed to advance the peaceful application of atomic energy : 
Therefore be it 

Resolved by the Senate (the House of Representatives concurring), That 
pursuant to the provisions of sections 11 (1) and 124 of the Atomic Energy Act 
of 1954, as amended, the agreement between the Government of the United 
States of America and the European Atomic Energy Community (EURATOM), 
signed at Brussels on May 29, 1958, and at Washington on June 19, 1958, con- 
cerning cooperation between the parties in programs for the advancement of 
the peaceful application of atomic energy, be and hereby is approved. This 
resolution does not constitute approval or disapproval of other agreements 
which have not been formally approved or authorized by the Congress. 


[S. Con. Res. 116, 85th Cong., 2d sess.] 
CONCURRENT RESOLUTION 


Whereas the United States of America has instituted a program of interna- 
tional cooperation to make available to cooperating nations the benefits of peace- 
ful applications of atomic energy ; and 

Whereas the United States of America and the European Atomic Energy Com- 
munity (EURATOM) have entered into an agreement providing for cooperation 
in programs designed to advance the peaceful application of atomic energy: 
Therefore be it 

Resolved by the Senate (the House of Representatives concurring), That 
pursuant to the provisions of sections 11 (1) and 124 of the Atomic Energy Act 
of 1954, as amended, the agreement* between the Government of the United 
States of America and the European Atomic Energy Community (EURATOM), 
signed at Brussels on May 29, 1958, and at Washington on June 19, 1958, con- 
cerning cooperation between the parties in programs for the advancement of the 
peaceful application of atomic energy, be and hereby is approved. This resolu- 
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tion does not constitute approval or disapproval of the memorandum of under- 
standing, or any other agreements which have not been formally approved or 
authorized by the Congress. 

Representative Hottrreip. Yes. Is it contemplated the Secretary is 
going to be questioned on the resolutions today or not ? 

Chairman Durnam. Yes. 

Representative Van Zanpr. Why do we not get the bill out of the 
way first ? 

Representative Houirrexp. It is all right with me. 

Chairman Durnam. Have you looked at the resolutions, Mr. Secre- 
tary? 

Mr. Herrer. Yes. There are two of them before me—115 and 116. 

Chairman Duruam. The only change is the wording on the memo- 
randum of understanding. They are alike, except for that. 

Mr. Herter. Except for the memorandum of understanding in the 
last sentence. 

Chairman Durnam. Would you care to comment on it at this time? 

Mr. Herter. We would prefer 115. 

Representative Hortrreip. 115 or 375? 

Mr. Herter. 115, the Senate concurrent resolution. 

Chairman Durnam. He has the Senate resolution. 


Representative Horirrerp. I am sorry. You were speaking of the 
Senate resolution ? 


Mr. Herter. Yes. 

Representative Horirreip. I have the House. 

Mr. Herter. House Resolution 375 is entirely satisfactory to us, 
which is the same as Senate Concurrent 115. 


Senator Jackson. You prefer 115 over 116, speaking of the Senate 
resolutions ? 


Mr. Herter. Yes. 

Senator Anperson. Therefore, you do not want a reference to the 
memorandum of understanding ? 

Mr. Herter. No, sir. 

Senator Anperson. You want to be bound that the acceptance of 
the agreement does not carry along with it the acceptance of the 
memorandum of understanding? 

Mr. Herter. No. The only thing is I think, in substance, they are 
the same. 

Senator Anperson. No; they are not. One is a memorandum and 
the other is an agreement. 

Mr. Herter. We would consider the memorandum of understand- 
ing as certainly to be laid before you. 

Senator Anperson. You think it is inclusive of the other? 

Mr. Herter. Yes. 

Senator Anperson. Why do you object to having it in, then? 

Mr. Herter. If it is a disclaimer, it would look as though there 
had been a rejection by the committee, as though there might be a 
negative attitude on the committee toward it, where I assumed you 
wanted to keep an open mind on it as of the time it came to you. 

Senator. Anperson. There are a lot of other papers coming along. 
We did not think this was a disclaimer of the other part. There are 
4 or 5 more documents in the rest of it. In a material extent, we are 
passing upon the international agreement, appendix B, on page 13; 
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appendix C, the memorandum of understanding, which I would pre- 
fer not to have anything to do with at the present time, and attach- 
ment A to appendix C, and attachment B to appendix C, and the 
agreement for cooperation is appendix D. 

If it is a disclaimer to mention the memorandum, why is it not just 
as bad to say we are not going for the agreement of cooperation ¢ 

Mr. Herrer. No, sir, because I think that that particular coopera- 
tive agreement or memorandum of understanding is one that has been 
studied over very carefully, because it is subject to revision in the light 
of these hearings and in the light of any legislation that may follow. 

Mr. Ramey. Was not the original intent of the State Department’s 
suggestion to eliminate the use of the words “memorandum of under- 
standing”; that this was included within the meaning of agreement ? 

Mr. Herrer. That is right. 

Mr. Ramey. So, it would be an inclusive statement ? 

Mr. Herrer. It would look as though it would be singled out. 

Mr. Ramey. I must say that the staff understood it the same w ay. 

Senator Hicken Looper. It seems to me, Mr. Chairman, the reference 
to agreement is probably broader than the one to memorandum. I 
would interpret it as including the memorandum. 

Mr. Herrer. We certainly do. 

Senator Hicken.Loorer. I mean it seems 115 is a broader disclaimer ; 
that we are neither approving nor disapproving any of these things. 

Representative Hosmer. Why should there be any bad implications 
to this when it uses the language “neither approve nor disapprove” ? 

Mr. Herrer. It merely singles out one of them from all of the other 
papers. 

Senator Anperson. You would like it better if it singles out one 
of them ? 

Mr. Herter. No. 

Senator Hickentoorer. I think 115 does single out all of them. 

Senator ANperson. And under the memorandum of understanding 
they can go ahead and commit $50 million worth of research and a lot 
of other things, and that is plainly what they want to do, without 
bringing it back to the committee or Congress. 

Mr. Herrer. There is no such intent at all. 

Senator Anperson. Then why do you object to saying you can’t ? 

Mr. Herter. Just because it is singled out by itself. instead of in 
a broad group, which might be considered a special disclaimer of 
that one document. That isall. There is no ulterior motive in it at all. 

Representative Hosmer. Is not a memorandum of understanding 
different from an agreement ? 

Mr. Herrer. I donot thinkso. No; they aresimilar. 

Senator Anperson. Oh, my! A memorandum of understanding is 
not different from an international agreement? I would rather Sena- 
tor Bricker would take that one on. 

Senator Hickentooprr. It does not say “international.” 

Senator Anperson. These are, though. 

Senator Hickentoorrr. It says, “other agreements.” 

Senator Anperson. It is international. 

Senator Hickenwoorer. I think a memorandum of understanding 
is an agreement, an agreement being a meeting of the minds. It isa 
pretty broad term. 
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Mr. Frosere. Mr, Chairman, may I barge in here for a second? 

Chairman Duruam. Mr. Floberg. 

_ Mr. Fronrre. I would like to point out that the entire last sentence 
in the resolution is, in a sense, surplusage, because this resolution can 
only approve the agreement it approves, and that is the international 
arrangement. 

Senator Hicken.oorer. If I may interrupt, Mr. Floberg, we walked 
up and down that alley before, and I agree with you. I do not think 
the last sentence is essential. As far as I am concerned, I am willing 
to go along with it if it clarifies the matter in the mind of some 
people, and, probably, it would be helpful on the floor. 

Mr. Herrer. I have no quarrel with that. 

Senator Hickentoorer. I have no quarrel witli it, but I agree it is 
not necessary. 

Mr. Fionerc. If you want to have it in there for the purposes of 
doubly underlining whatever the concept is, then I suggest that Resolu- 
tion 115 is the all-inclusive one and includes the terms of 116 within 
it, and is a more artist'c way to draft that double underscoring, 

Senator Jackson. Of cource, if you take out the word “other” in 
Resolution 115, page 2, you could interpret that the word “agreement” 
appears in connection with the Euratom, and it could be argued the 
inference is there that this does not apply to that by using “other.” 
But, if you strike out “other” at the bottom, it would include it. Do 
you see my point ? 

Representative Houirtetp. Yes. 

Mr. Frozera. “Other” refers to other than the international arrange- 
ment, 

Senator Jackson. If you strike out “other,” it covers all agree- 
ments, and there cannot be any ambiguity. You can argue very well 
that, by using the two words “other agreements,” you are not including 
in that category the memorandum of understanding of May 29, 1958. 

Mr. Fioserc. I do not think so. 

Senator Jackson. At least, when you strike “other” out there cannot 
be any question. 

Senator Anperson. A person takes it the way they want it. I was 
trying to obviate the debate on the floor. If you want to obviate 
3 or 4 days of debate, that is the way todo it. If not, that is the way 
to get it. It is your decision. I want it to be on the State Department 
and the Atomic Energy Commission for the long debate we are going 
to have on it. If you want it that way, I am agreeable to it. 

Mr. Herrer. May I say this, very frankly: We have not any strong 
feeling about the thing one way or the other, if you want to put it in. 
It just seems redundant language. 

Senator Anperson. No; it is not. What you are trying to get is 
general agreement the memorandum of understanding is all right. 
What does the memorandum of understanding provide ? 

The memorandum of understanding says that— 
$135 million is to be provided by the United States Government to Euratom 
in the form of long-term line of credit on terms and conditions to be agreed 
upon. 

There has not even been an application for the loan; there has 
not even been a discussion by the Board of Directors preliminarily 
on the terms of interest, and so forth. Nothing has been <liscussed 
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about security. Nothing has been discussed about how long the loans 
shall be, or who will sign them, or will the good faith and credit of 
the countries be pledged. 

Then it goes on to fuel and other things. All of those are sub- 
jects of discussion when it comes to the floor. 

We had hoped in view of the shortness of the session that we could 
confine it to page 13, appendix B, the international agreement. 

I know you would like to have more than this. I know you would 
like to have it possible for the President to submit the final docu- 
ment, which is the agreement for cooperation, and I know you would 
like to have the Senate waive the 30 days it is to lie before it and 
approve it this time. I do not believe the Senate wants to do it. That 
is all. 

Mr. Herrer. We are not asking for it either. 

Senator Bricker. Some months ago I asked for a breakdown, which 
was supplied later, I just saw it yesterday, of the amount of fission- 
able material we have, the uranium 235, plutonium. 

What I was concerned about, we are giving enriched 235 material, 
in whatever concentration of enric hment you want it, in seemingly 
unlimited amounts for peaceful uses around the world, and I was con- 
cerned whether or not we are imperiling our military reserves or 
supplies of uranium, and if we have sufficient plutonium. 

Of course, the plutonium question is another one that we follow 
back and forth, and there is no use of going into that. But the U-235 
is of very real concern to me. 

There is about twice as much U-235 going to peacetime foreign com- 
mitments as we have for domestic uses. If there should be a break- 
through in some way, or atomic energy should become competitive with 
our conventional fuels, would we have enough or are we capable of 
producing enough ¢ 

We have enough uranium 238 of course. We have an unlimited 
supply at the present time of that. But are we in a position where 
we have weakened our own situation here at home by these foreign 
commitments ? 

Mr. McCone. Senator, I have been somewhat concerned about that 
same point myself, because under certain assumed conditions of devel- 
opment of nue lear power you might find yourself using up U-235 
to a point where you have deprived its use for weapons, and this, 
of course, we wish to avoid. 

I do not believe that we are approaching that situation now, nor 
do I feel that the programs we now have “under consideration will 
impair our weapons capability. 

| Classified deletion. | 

Representative Horirterp. On the point that Senator Bricker was 
questioning you about, Mr. Chairman, this commitment here, I recog- 
nize, is for a cooperative program for a million kilowatt capacity, 
but the total Euratom program is 15 million. By taking this co- 
operative program we are encouraging the use of enriched types of 
reactors in Europe. There is no question about that. 

And there is also no question about the fact that, if our hopes are 
realized and they do adopt a program of using an enriched type re- 
actor over there, there is going to be a further call on this type of 
material. 
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In line with Senator Bricker’s questioning, if we are selling a model, 
and the only model we have for sale is an ‘enriched fuel type reac.or 
we are, in a sense, putting all of our chips on this kind of reactor, 
and we are, in a sense, obligating ourselves for additional enriched fuels 
which will take this material that we are concerned about in the fu- 
ture, whether it is done under a Euratom program or whether it is 
done on the normal commercial basis. 

So are we not, in effect, by putting all of our money on the enriched 
fuel type reactor, and following your letter to Senator Saltonstall and 
following the President's message—in delaying the gas-cooled natural 
uranium reactor another year, are we not getting ourselves in a box as 
far as the future is concerned on the commitment of material? Is not 
this a warning flag to us right now ? 

Mr. McCone. I can add little to what I said in answer to Senator 
Bricker’s question, and that is that I do see that this might be a 
problem and it is one we have to deal with. 

The programs that we have now under consideration do not in them- 
selves create a problem. 

Representative Hortrietp. No, That I recognize. 

Mr. McConz. If all of the domestic expansion rand all of the foreign 
expansion and the Navy expansion takes place at the optimum raie 
that is spoken of, then there might bea problem. And most certainly 
one of the ways to relieve that problem is to use other fuels, including 
natural uranium. 

Representative Hotirretp. Of course, this is one of the things we 
have though about all along, and we have realized that in order to 
have a full line of competitive items in the reactor market we must be 
= to at least have an advanced type of natural uranium burning 

actor. But it seems that the attitude of the President and the Bu- 
reau of the Budget is such that we are going to be denied that through 
either lack of appropriations or withholding of funds during the com- 
ing year, and there would be another year’s ; delay on what most of us 
think has already been a 3 or 4 year delay in getting started on this. 

This is what we are working ourselves into ‘by having nothing but an 
enriched fuel type reactor to offer in the foreign market. 

Mr. McCone. I do not anticipate a delay, sir. 

Representative Hortrtetp. I hope you are right, but some of us have 
been on the Hill a Jong time and when we see fiscal years go by with- 
out action we wonder why. 

Mr. McConr. I thought the procedure that was adopted by this com- 
mittee in the gas-cooled reactor met the desired arrangement for the 
steps that have to be taken, first, with respect to a period for asking 
industry to come in, and for evaluating their proposals, and then pro- 
ceeding, if the proposals are satisfactory, with them, and if they are 
not satisfactory, proceeding with the building of our own reactor. 

Representative Houirretp. Yes, but wrder the administration’s pro- 
gram we will not be ready to proceed this year. It will go over to an- 
other fiscal year. Under your own letter it says you were requested in 
the future 

Senator Anperson. If I may-— 

Representative Hotrrerp. You: will seek the necessary appropri- 
ations for procurement and construction in the future. Knowing this 
is the end of the session, we know that means another year to seek the 
appropriations and the authorization. 
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Senator Anprerson. I merely wanted to point out that this question 
of whether a man was authorized to be spokesman or not came up in 
connection with the appearance of Mr. Vance, whom I thought the 
Commission designated to speak on this subject, on page 257 of the 
authorizing legislation hearings. 


Mr. Holifield said: 


It does not seem to me that it makes sense to have this put up for grabs, you 
might say, in the power demonstration program if you intend to go ahead with 
it. It seems to me that this is a project, according to your testimony, that the 
industry has shown no interest in, and therefore, in case it is authorized, a 
further delay for industry participation would just mean a delay. 

Mr. VANcE. I do not think 2 or 3 months would delay, because, as we say 
in the statement, we will go ahead with the design work on the assumption that 
it will be a Government-built reactor. 

This was the response of the man speaking for the Commission to 
this committee. 

Mr. Holifield was not completely satisfied and he said: 

I think we wiil want to have a commitment on the part of the Commission in 
regard to the time period in which you will put this up for participation so we 
would have a definite understanding as to when you would go forward on it if it 
is authorized. 

Mr. Vance answered: 

We will make a definite commitment on that, Mr. Chairman. 


Chairman Durnam. Just a minute. Does anybody want to ask 
any further questions of the Secretary ? 

Have you finished your statement ? 

Mr. Herrer. Yes, sir. 

Chairman Duruam. Thank you very much. 

Mr. Herter. Thank you. 

Senator ANnprerson. That is the commitment of the Commission. 
Then when I get into the appropriations hearing I am confronted with 
Mr. Saltonstall’s letter from the Chairman of the Commission saying 
we will take $5 million for research and delay it. That would com- 
pletely prevent the commitment from being carried out. That is why 
Tam asking who can speak and who cannot. 

Senator “Bric KER. Of course, this program of utilization of the 
natural uranium and gas-cooled reactor is only incidental to the ques- 
tion I hadasked. It will have an effect upon it, of course: it will lessen 
the use or the demand or the need for the enriched uranium 235. It 
was the uranium 235 I was primarily concerned with. Of course, this 
program would affect that, it has an important bearing upon it. 

Serator Hickentoorrr. I would like to ask Chairman McCone, with 
reference to this letter that was written to Senator Saltonstall, did you 
intend anything in that letter to mean delay in proceeding on the gas- 
cooled reactor would occur ? 
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STATEMENTS OF JOHN A. McCONE, CHAIRMAN; JOHN F. FLOBERG, 
COMMISSIONER; HAROLD S. VANCE, COMMISSIONER; JOHN S. 
GRAHAM, COMMISSIONER; DR. FRANK K. PITTMAN, DIRECTOR, 
OFFICE OF INDUSTRIAL DEVELOPMENT; AND EDWIN E. FERGU- 
SON, DEPUTY GENERAL COUNSEL, ATOMIC ENERGY COMMISSION 


Mr. McCone. None whatsoever. 

Senator Hicken.oorrr. It is my understanding he felt the money 
you were asking for would enable you to go ahead with the program 
and planning, and that is all you needed and all you could expend for 
a while. 

Mr. McConr. The legislation provided for a period of 90 days in 
which industry would be asked to come in, 30 days for the Commission 
to issue their invitation, and 60 days for the answers to come in. The 
30 days is now running, and the Commission’s staff are working day 
and night getting out their proposals, and then they will have them 
out well in advance of the 30-day period. 

We have indications from two important groups that proposals will 
be forthcoming, one indicating that it would conform in every re- 
spect to existing legislation, and the other hedging a little bit, but at 
the same time indicating that they might possibly conform. 

Then following hat, there is 90 days provided to see if those con- 
tracts can be worked out. 

Assuming all of those steps fail sometime prior to the 180th day, 
we would immediately go forward to engineer a plant. I have enough 
experience in building plants and engineering them to know that you 
have to do a considerable amount of engineering. That work has not 
been done and that work has to be done. 

We estimated that about $5 million and several months’ time would 
be required to do that engineering, and that is why that $5 million is 
in there. 

Senator Hicken.oorper. It is going to have to be done anyway. 

Mr. McCone. That has to be done, and if industry is going to do it, 
one of the power companies along with the contractor, then we do not 
want to do it. So it would be waste of money for us to do that engi- 
neering until we exhaust the possibility of a power company and a 
manufacturer making a satisfactory proposal. 

No time will be lost onthat. The fact is, irrespective of what money 
can be appropriated, I question very much whether the project can be 
accelerated. 

Senator AnpersoN. Would you agree, though, Mr. McCone, that the 
effect of your letter was to postpone for a year the running of this 
program’ The 60 days, 90 days, 180 days do not run unless an ap- 
propriation is made, as you well knew when you wrote the letter. 

Mr. McConr. No, sir, that was not the intention at all. 

Senator Anperson. You ought to read your own letter and read the 
bill. There is not a word that this 30, 60, and 90 days is not effective 
unless there is an appropriation, and the purpose of the letter was to 
put off the 30, 60, and 90 days. 

Mr. McCone. No, that is not right, sir. The purpose of the letter 
was to point out that, if $5 million was mf he neers, then the work 
would advance just as rapidly as it could be advanced. 

28417—pt. 28 














502 PROPOSED EURATOM AGREEMENTS 


Senator Anperson. You could not possibly have had an attorney 
in the Atomic Energy Commission that would not have known bet- 
ter than that, Iam sure, Mr. McCone. I want to read it to you. Sec- 
tion 110 (a) of the AEC Authorization Act, Public Law 85-590, reads 
in part as follows: 

Within 30 days after the President signs the act making available to the Com- 
mission appropriations for this project, the Commission shall make a public 
announcement, etc. 

We have all been in this business a long while, and as soon as Sena- 
tor Saltonstall read that letter I nearly jumped out of my chair be- 
cause we had Mr. Vance’s commitment, supposedly as spokesman, and 
Mr. Floberg, Mr. Graham, and Dr. Libby and everybody talking about 
this thing, and here comes somebody that says, “Regardless of the 
language in the authorization act, you try to get us $5 million for a 
study.” And that throws out the whole 30 days, 60 days, and 90 days. 
And the person who got this letter up for you was bound to have 
known that. 

There is no question about the purpose of the letter: It was to throw 
it off for a full year. 

That is why I asked very specifically whether Mr. Floberg was au- 
thorized to speak on this, because Mr. Vance thought he was authorized 
to speak for the Commission, and he made a commitment for the Com- 
mission which apparently the Commission, maybe perfectly all right, 
withdrew. 

Do you doubt that, Mr. McCone ? 

Mr. McCone. Yes, I do, Senator, because I made the commitment. 

Senator Anperson. You were not a part of the commitment. I 
recognize that. 

Mr. McCone. I can only tell you what was my intention. My in- 
tention was not in any way to frustrate or to delay in any way this 

orogram. My intention was to point out that an appropriation of 
$5 million would be required to carry this program on in accordance 
with the will of Congress. 

Senator Anperson. The will of Congress is in the authorization act. 
It was in defiance of the will of Congress, in contradiction to the will 
of Congress, if I might say so. The will of Congress says that if the 
appropriation came through there should be 30 days, 60 days, 90 days, 
without going into all of the details. 

You asked for $5 million in research and development that kept 
those days from running so it would go clear to another year. 

Mr. McConr. No, I do not interpret it that way, sir. 

Senator Anperson. Let me read it to you: 

With regard to the gas-cooled reactor, the Atomic Energy Commission has 
requested that $51 million eliminated by the House Appropriations Committee 
be restored. Since that request was made, representatives of equipment manu- 
facturers have expressed hope that this project will be carried forward by them 
and certain power companies in conformance with the terms of the authoriza- 
tion bill and in a manner satisfactory to the Commission and the Joint Com- 


mittee. 

Such a proposal will call for research and development assistance. I suggest 
there by included in our operating funds $5 million for this support. If our 
negotiations fail, we will use this money for engineering and development of 
a reactor to be built on one of our own sites, and then seek the necessary 
appropriations for procurement and construction. 


This is not the appropriation and authorization money that is 
talked of in this bill. 
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Representative Van Zanpr. Which bill are you talking about ? 

Senator Anperson. The authorization bill. 

Representative Van Zanpr. Of Euratom? 

Senator Anperson. No. Mr. Vance made us a commitment on the 
domestic authorization bill. 

Senator Hicken Looper. Personally, Mr. Chairman, I cannot fol- 
low this situation. I am in the confused category at the moment. 

It seemed very clear to me. I do not see anything in this letter 
that has a tendency of postponing this for a year. As I interpreted 
the letter, he says, “Give us $5 million” 

Senator ANperson. For research and development. 

Senator Hicken.oorer. The 30, 60, and 90 days will go ahead, and 
if nothing happens by that time under the law, we will have the $5 
million and that is all we can spend. 

Senator Anperson. Except he knew he could not move a peg ape 
the law if given $5 million for research and development hat is 
the cold fact. 

Senator Pasrore. I believe the point Mr. Anderson is making is 
this: That the running of the days depends upon an appropriation 
being made for the winks reactor, which is $51 million. 

Senator Anperson. For the construction of the reactor. 

Senator Pastore. Yes. Instead of the $51 million, they asked for 
$5 million in operating research and development. Therefore, that 
destroys, in his argument, which is being refuted here—— 

Senator Anprerson. It is not being refuted. 

Senator Pasrore. The predicate upon which the running of the 
days is based. 

Mr. McConer. Let’s get that straightened out. 

Senator Pastore. It is a matter of intent here. 

Mr. McConr. Incidentally, for the record, I would like to point out 
that Mr. Graham is here, Mr. Floberg is here, and I am here. I am 
sorry Mr. Vance and Dr. Libby are not here. They are out of the 
city today. However, all the Commissioners who are in the city are 
here, and a quorum is here. That is for the record. 

So there will be no misunderstanding on this at all, Senator, it is our 
feeling that the moment this bill is signed, this appropriation bill 
is signed, the period of 30, 60, and 90 days starts to run. There is no 
question about that in the mind of anybody in the Commission or any- 
body in the staff, and there are no subtleties in this matter whatsoever. 

Senator Anperson. But you would admit, would you not, that if 
Senator Saltonstall’s proposition had been sustained in the committee, 
which I vigorously opposed, and the $5 million made available for 
research and development, that not one day would have run? 

IT am sure any lawyer would tell you that, and anybody familiar with 
legislative history would tell you that. You could not possibly get 
any other answer that I know anything about. Is that not true? 

Mr. McConr. I would like to refer to my two associates here, both of 
whom are lawyers. 

Senator Anperson. Either one of them can express an opinion. If 
the law says you cannot use any of it unless an appropriation for con- 
struction is made, as this does, and we appropriated money for re earch 
and development, what is your construction, the tie to construction 
would be? 

Mr. Fioperc. My construction is that, no matter how you interpret 
the law, as an administrative matter, we consider the time starts run- 
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ning when the bill is signed. Whatever the legal subtleties may be 
and whatever we lawyers may understand does not have any bearing 
on that. 

I can talk here as an administrator rather than a lawyer. 

Tne time starts running 7 the President signs the bill. If you 
want to be a lawyer here, I do not want to be, but an administrator. 

Senator Pasrore. Not if the law says the appropriation must be for 
construction. I realize there is an ambiguity here that can be 
straightened out. 

If you are going to be strictly legal, Senator Anderson has a good 
point, that predic ated upon funds ‘being appropriated for construc- 
tion, you have abandoned that position when you did not ask for $51 
million, when you went back and asked for $5 million merely for 
research. 

Mr. McCone. Not for research. 

Representative Hotirtetp. Engineering and development. 

Senator Anperson. $5 million. 

Representative Horirte.p (reading) : 





I suggest there be included in our operating funds 


Senator AnpErson. Operating funds, not construction. 

Representative Hotiriecp (continuing) : 
$5 million for this support. If our negotiations fail, we will use this money 
for engineering and development of the reactor to be built on one of our own 
sites and then seek the necessary appropriations for procurement and con- 
struction. 

Senator Pastore. Which I think satisfies their position as to intent. 
It does not satisfy the legality of the law, but it substantiates their 
position of intent. It cle arly said this would be for engineering. 
Engineering is a part of construction. 

Senator ANperson. Oh, no. 

Senator Pasrorr. No? How do you construct unless you engineer 
first ? 

Mr. Ramey. They can have engineering out of operating money. 

Senator Jackson. I think it is fair to say that engineering is a 
condition precedent to construction. What you always do in your 
at least we do on our military construction—you can 
go one or two courses. You can say “for design and engineering of 
work that is carried separately,” and then you can add “to initiate 
construction.” That is the way it is usually handled. 

The sole question is whether engineering is construction. 

I think it is considered a condition precedent to construction because 
you cannot break ground and start your facilities; is that not correct? 

Mr. McConr. That is correct. In the parlance of the construction 
work in private business I think that engineering costs are looked 
upon just as much as a part of the cost of construction of a project 
as the bricks and mor ¥ and the pipe, and so forth. 

Senator Jackson. I do not think the General Accounting Office 
would approve your use of any part—this is the key point if I may say 
so—I do not think the General Accounting Office would approve the 
use of any of those funds to start to break ground and actually start 
construction. 

Representative Horirrevp. That is exactly why we changed the law 
so this committee would authorize construction of the brick and mor- 
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tar part of it, and this is why the House Appropriations Committee 
turned down the request of the Atomic Energy Commission to use 
ean funds for construction. They turned it down on the basis 
they were not authorized because they were in another fund, and this 
fund, as Mr. Jackson says, is considered up here as one type of fund. 
And your letter shows you recognize the difference between engineer- 
ing and development, and in your timing for seeking $5 million for 
engineering and development and that you will later on seek appro- 
priations for procurement and construction. 

You draw a line of difference in your own letter, Mr. McCone. 

Senator Anperson. Furthermore, the President’s message sets the 
scale for it. It said: 

The Commission’s negotiations with industry for the construction of a $51 mil- 
lion gas-cooled power reactor are made subject to unduly restricted time limits. 

Statutory time limits on complex technical and financial negotiations dis- 
courage industry proposals and hinder the Commission’s orderly review and 
negotiations of those proposals. These restrictions could well force the Govern- 
ment into an unavoidable capital investment of $51 million and large op- 
erating expenditures for years to come. 

In these circumstances, I suggest to Congress the wisdom of withholding ap- 
propriations at this session for the construction of this reactor. 

I am sure you will find out there will be no difficulty in the minds 
of the General Accounting Office or much argument among people 
who have made a study of legislative procedure that this was designed 
exactly to stop the flowing of the 30 days, 60 days, 90 days. I do not 
say that was your purpose. I say that is the effect of it. 

If the Appropriations Committee had adopted Senator Saltonstall’s 
motion, the 30, 60, 90 days could not have run. No matter how much 
you would have liked to, you would have been tied to what happened 
in the Appropriations Committee. 

Mr. McCone. That certainly was not my intent. 

I might say that I do not think it was Senator Saltonstall’s intent 
either. 

Senator Anperson. Iam sorry. I did not hear that. 

Mr. McCone. I do not think it was Senator Saltonstall’s intent 
either. 

Senator Pastore. He even went a step further. He went as far as to 
say that, if the engineering proved the unfeasibility of the project, 
we could even drop it at that time. He went further than your letter. 
I think he was a little misinformed on it. I say that without any 
impertinence or disrespect. I think he went further than you are 
going yourself on the interpretation of the letter. 

He actually construed the engineering fund to be a survey, himself. 

In view of the explanation made here today, I think the intent is 
clear, and inasmuch as the Appropriations Committee did not go 
through with it, I think it is a moot question anyway, as we sit here 
now. 

Senator Anprrson. Is it? Do you intend to go through with it? 

Mr. McCone. Certainly. 

Representative Van Zanpt. Mr. Chairman, can we not get back on 
the bill now ? 

Chairman Duruam. Mr. McCone, you have read the resolution and 
also the bill. Will you give us the opinion of the Commission? Do 
you have any objection to it or do you agree with it? 
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Mr. McConer. Yes; we have looked over the resolution and the bill 
and the clean drafts supplied to us today, and we support them both. 

We had a reservation on the point that Secretary Herter made as 
to the difference in the wording between Resolutions 115 and 116. 

Chairman Duruam. Which one do you prefer? 

Mr. McConr. It is perfectly agreeable to abide by the will of this 
committee, and if it is the opinion of the committee that Resolution 116 
more accurately sets forth the intentions of the committee, it is cer- 
tainly acceptable to us. 

Chairman Durnam. Which one do you prefer—115 or 116? 

Mr. McConr. We will accept 115 or 116. We have no preference. 

Representative Van Zanpr. In other words, we have to make the 
decision. 

Mr. McConr. That is correct. As far as we are concerned, they will 
both do. Whatever is easier for you. We will operate in exactly the 
same way under either one of them. 

Senator Hicken.Loorer. On that point, Mr. Chairman, may I ask 
Chairman McCone a question ? 

Chairman Duruam. Senator Hickenlooper. 

Seantor HickeNnLoorer. It seems to me that the question involved 
in 115 or 116 is a matter more within the field of the State Depart- 
ment than of the Atomic Energy Commission. 

Personally, I do not see what difference it makes to the Atomic 
Energy Commission. It might make some difference to the State 
Department. They might feel the language might have a connota- 
tion which would make it more or less difficult for them. 

But it seems to me that would be a question with which the Atomic 
Energy Commission would not necessarily be vitally concerned be- 
cause it might be a little out of their field. 

Mr. McCone. That is right. 

Chairman Durnam. I think that is true, but the Commission does 
have the authority to carry out this act. 

Senator Hickentoorer. I think if we keep them separated here 
we are better off. 

Representative Van Zanpr. Chairman McCone, is the language in 
section 7 satisfactory to you? 

Mr. McCone. Yes, th: at is satisfactory. 

Mr. Chairman, there is one point I would like to inquire on as to 
page 6, subsection (b), line 1 

Senator HickENLOoPER. Which bill are you reading from now? 

Mr. McConr. This is S. 4273, a question as to whether it was not 
the intent to extend the period of the procurement of plutonium, in 
the event of the 2 reactors, which might be delayed until 1965, for 
a period of 2 additional years so there would be a 10-year commit- 
ment with respect to each of the reactors. 

That is line 13, page 6. 

Representative Van ZAnpr. In other words, 1975? 

Mr. McConer. If you want to be consistent, it should parallel the 
language on line 23, page 3. 

Representative Van Zanpr. Your are right. 

Mr. McCone. That is a small point. 

Senator Bricker. That is for the two reactors? 

Mr. McConr. Yes. 
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Representative Hotirtetp. We should put in the same line we have 
on page 3 in my bill, on line 23, in the parentheses, “or December 31, 
1975” for the two reactors to be selected. 

Mr. McConr. That is right. 

Representative Horirtetp. That is what you are speaking of. 

Mr. Fiorerc. That would make it consistent, Mr. Holifield. 

Mr. McConer. Otherwise we agree with the bill and will support it. 

Representative Van Zanpr. Mr. Chairman, I move then 

Chairman Durnam. Is that the only point? 

Mr. McConr. That is correct, sir. 

Representative Hotrrreip. The staff has a point. 

Representative Van Zanpr. Let’s dispose of this one. Are we 
going to accept that language ? 

Chairman Durnam. Yes. 

Mr. F.Loserc. Could I make a comment on Mr. Van Zandt’s question 
regarding the language of section 7 ¢ 

I would like to call to your attention and the attention of your coun- 
sel this wording in case you want to make a change in line 18. 

That is the words “public liability.” 

I think it would be the intention of the committee to have that read, 
“third party lability.” 

That reason I say so is that this bill refers to a definition of terms in 
the definition of the Atomic Energy Act. Public liability is there 
detined as an accident in the United States. I think your intention 
would be better accomplished by changing that word to “third party.” 

Representative Hotirretp. Yes. 

Chairman Durnam. I think we discussed that yesterday and agreed 
to that. 

Senator Anprerson. I think we discussed it and left it hanging. I 
mentioned the third-party liability and I think we left it hanging. 

Mr. FLosere. You could even leave out the qualifying adjectives if 
you want to and just say “liability.” 

I beg your pardon. They say that might include contract liability. 
I think that is a possibility. I think that is correct. I think third- 
party liability would be better. 

Senator Bricker. “For any damages or public liability” ? 

Mr. Fiopnere. Yes, sir; I believe that would be more accurate. 

Chairman DurnamM. Does that cover all of your points? 

Senator Hickentoorrr. I have a matter I intended to raise yester- 
day which is the language on page 3, line 23, in parentheses, which 
reads as follows: “or December 31, 1975, for up to two reactors.” 

I do not know whether that is the best language or not or whether 
it should be not to exceed up to. 

Mr. Fvopere. Or “not more than.” 

Representative Hosmer. Is section 2 (b) the right reference in 
there ? 

Mr. Fropera. It is 2 (c) now. 

Representative Hosmer. Yes, “for up to two reactors selected un- 
der section 2 (b)” and you have it. 

Senator Anperson. I think it should be amended to make it read, 
“for not more than.” 

Representative Hortrreip. And strike out the two words “up to.” 

Mr. Froserc. And make it section 2 (c) and not 2 (b). 
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Representative Hotirrexp. That is right. 

Chairman Duruam. Does that cover all of your points? 

Mr. McConz. Right. 

Chairman Duruam. Commissioner Graham? 

Mr. Granam., I have no comments. 

Chairman Duruam. Do you agree to this bill ? 

Mr. Grauam. Yes, sir. 

Chairman Duruam. Mr. Floberg ? 

Mr. Frozere. I have no further comments, Mr. Chairman. I agree 
with it. 

Chairman Duruam. Are there further questions? 

Senator Bricker. I have one for my own information. What is 
the use of 1 kilogram of plutonium mentioned on page 5 which is 
authorized for sale or lease ¢ 

Mr. Fiozere. It is for research purposes, Senator. 

Senator Bricker. Research only ? 

Mr. Frozerc. Yes, sir. 

Senator Bricker. It would not be enough to do anything else with 
anyway ¢ 

Mr. Frosere. No, sir. 

Representative Hotirteip. Mr. Chairman, I would like to ask Chair- 
man McCone this question : 

In your opinion, do you think this Euratom program will in any 
way detract from or preclude a vigorous program here in our domes- 
tic program in the United States? 

Mr. McCone. No; I do not think it would detract from it. 

Representative Horirmep. It will not be used as a reason for not 
conducting a vigorous program here ? 

Mr. McCone. No; I think, if anything, it will stimulate it. 

Representative Houtrretp. That is all. 

Chairman Durnam. Are there any further questions ¢ 

Senator Anperson. I am wondering if anything in the bill answers 
the question of transportation of these hot fuel elements, the ones 
used in Europe that they are going to change in the reactor over there 
and bring back to the United States for processing. Is that author- 
ized under this bill or does it come under another provision ? 

Mr. Froserc. That will come up under the agreement for coopera- 
tion, and we are not going to bear the burden of that. You will get 
an opportunity to examine that at the time of the agreement for 
cooperation. 

Representative Horirrmetp. We have had testimony we would be 
kept free from transportation costs. 

Mr. Frosere. Correct. 

Representative Horirme ip. Or transportation costs would be taken 
into consideration in compensating for the amount of plutonium they 
get out of the rod. 

Mr. Froserc. That is correct. This will not be the financial re- 
sponsibility of the Atomic Energy Commission. 

Mr. Ramey. The Commission provided us with a letter dated yes- 
terday in response to questions on the amounts and costs for the trans- 
portation of fuel elements back to this country. 

Senator Anperson. Do you have any idea what the size of the pack- 
age is going to be when you bring one of them back? 
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Mr. FLopere. We have some ideas; yes, sir. I will ask Dr. Pittman 
to comment specifically on that. 

Mr. Pirrman. It will depend entirely upon the types of fuel ele- 
ments that are involved, because each reactor designer will undoubt- 
edly design his own lead packages for shi ping this back. My guess 
is that each package and each container will of the order of between 
75 and 150 tons. 

Senator Anperson. Do you have any idea of the size? 

Mr. Prrrman. You mean in length? 

Senator Anperson. Yes. 

Mr. Prrrman. Again that depends upon the size of the fuel element 
itself, but I think you might consider they might be up to 15 to 20 
feet long and maybe 5 to 7 feet in diameter. This will certainly 
—— entirely on the specific fuel elements being shipped. 

Senator Anprerson. Is there any problem in handling a package 
that weighs 200 tons in that small dimension ? 

Mr. Pirrman. We have had no trouble in shipping the containers. 
I may be off, Senator, on the length and width. We have had no 
trouble in shipping 70 to 100 ton packages. 

Senator Anperson. The lead coffin will probably run 150 tons. 

Mr. Pirrman. Yes. 

Senator Anperson. What is the weight of the PWR reactor ? 

Mr. Prrrman. The weight of the core? 

Senator ANpERSON. Yes. 

Mr. Prrrman. The weight of the core in PWR I do not have in my 
head, but the weight in the core is not what determines what you 
ship. It is the amount you take out. This would be about a hundred 
tons a year spread fairly uniformly for the whole million kilowatts 
over the year. You see, it does not come out a core at a time, it comes 
out segmentally. 

Mr. Ramey. In clusters of fuel elements? 

Mr. Prrrman. Sometimes in clusters. I would guess, Mr. Ramey, 
most of them will come out in thirds and quarters, that order of 
magnitude. 

Chairman Durnam. Are there any further questions from the wit- 
nesses ? 

Thank you very much. 

Mr. McCong. Thank you. 

(Following is correspondence with the Atomic Energy Commis- 
sion and Department of State regarding various aspects of the pro- 
posed Euratom agreements and proposed legislation :) 


Aveust 6, 1958. 
Mr. PAut F. Foster, 
General Manager, United States Atomic Energy Commission, 
Washington, D.C. 


Dear Mr. Foster: We would appreciate receiving backup information on the 
cost estimates for fuel element transportation and chemical reprocessing con- 
tained in the proposed Euratom agreement documents. 

Specific items we would like to have covered in this backup information are 
the following: 

1. Insurance provisions for transportation of fuel elements to and from 
utility plant. 

2. Arrangements for sea transportation of radioactive elements, including 
safety protection and third-party liability considerations. Will this be done 
by commercial firms or will Government vessels be required? How much of 
this material would be shipped ? 
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3. Types of shielded containers (weights, sizes, numbers) to be used and 
basis for estimating costs for this item. Who would pay for these containers? 
4. Safety and third-party liability provisions for rail transportation to and 
from ships. 
5. Provisions for disposal of radioactive wastes from chemical reprocessing. 
; 6. Arrangements for return of plutonium to Euratom after chemical reproces- 
sing. 
Sincerely yours, 
JAMES T. RaMey, Executive Director. 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington, D. C., August 12, 1958. 
JAMES T. RAMEY, 
Executive Director, Joint Committee on Atomic Energy, 
Congress of the United States 


Dear Mr. RAMey: This is in reply to your letter of August 6, 1958, requesting 
information on the transportation and chemical reprocessing of fuel elements 
in the proposed Euratom program. 

European users of fuel elements will bear the costs of transport from a United 
States fabrication plant to a European reactor and back to a United States chem- 
ical reprocessing plant, except that the AEC is to pay any additional transport 
costs resulting from a failure of fuel elements to meet AEC integrity guaranties. 
Safety, insurance, and third-party liability will accord with domestic regulations 
for transport within the United States and will be the responsibility of Euratom 
for transport within Europe and on the high seas. 

The reactors under the 1 million-kilowatt Euratom program are not due to 
begin operation until 1963, and irradiated fuel elements will probably not be 
discharged in any quantity until after 1964. It is not possible now to detail 
all the arrangements for the transportation of material at that time. We antici- 
pate that the transportation will be performed by commercial carriers. 

Costs for shipping irradiated fuel elements from a European port to Han- 
ford, Wash., for chemical processing have been estimated as follows: 


Cooling time for irradiated fuel at European reactor site___. 120 days. 
Weight of irradiated uranium per shipping cask_________~- 230 kilograms (500 


pounds). 
i ecrecaeetentcieninsengnap atin nancies 25,000 pounds. 
pee peeeeratnr Weis. Se. a ee ee ee $25,000. 
sound trios per cask per yeariic ic. ce ells 6. 
Cost of transportation per kilogram of uranium: 
Freight : , 
Hamburg to New York___-__--- a cnet kee Peo eee $3. 90 


3 
ee Se tor een a ee eee es 4. 40 
mie te Mew Wee. es eel ete ed eed. eee eo 2. 20 

iim its A i Bt ict seis ee i eating >, Then Oe 

Amortization of cask cost at 12 percent per annum__-_-~-~------------ 2. 20 

er See eT ca cre tk aa ek gad reece ence 1. 00 

Insurance against loss at 2 percent of value_____-------------- Shien 4. 00 





IN ree a estan ccs as tld alan saci cnn tern Sterna 20. 00 


1 Return of empty casks. E = 

2 Approximate figure for a pressurized-water reactor. Depends on U-—235 assay and 
plutonium content of irradiated fuel. 

The factors that contribute most to the uncertainties are choice of cask size 
and weight, cooling time prior to shipment, and effect of negotiations on carrier 
rates. 

The 1 million-kilowatt Euratom program operating at an irradiation level of 
10,000 thermal megawatt-days per metric ton of uranium will require the ship- 
ment of about 100,000 kilograms of contained uranium per year. ‘The estimated 
cost of transporting the irradiated fuel elements to a United States chemical 
reprocessing plant would then be about $2 million annually. 

The AEC is prepared to offer chemical reprocessing services with respect to 
any source or special nuclear material received by Euratom from the United 
States under the joint program. Such reprocessing will be performed at estab- 
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lished United States domestic charges in effect at the time of delivery of such 
material. Current domestic charges include storage of resulting waste. Unless 
otherwise agreed, plutonium recovered will be returned to Euratom. Transporta- 
tion charges for return of this material will be paid by Euratom. 

We expect European chemical reprocessing plants to be constructed and 
operated as the Euratom reactor program builds up. Transport of irradiated fuel 
elements to the United States will then no longer be necessary. The AEC will 
provide technical advice and assistance to Euratom in the design and construction 
of such plants. 

Sincerely yours, 
R. E. HoLINGswortH 
(For General Manager). 


[Draft, August 8, 1958] 
H. R. 13119 aNv 8. 4047, PossiBsLe REVISIONS 


Page 1, prior to line 1, change title of bill to “A Bill To Provide For Coopera- 
tion With The European Atomic Energy Community (Euratom ).” 

Sec. 1. No change. 

Sec. 2. (a) No change. 

(b) “Joint program” means the cooperative program established by the Com- 
munity and the United States and carried out in accordance with the provisions 
of an agreement for cooperation entered into pursuant to the provisions of Section 
123 of the Atomic Energy Act of 1954, as amended, to bring into operation in the 
territory of the members of the Community power plants using nuclear reactors 
of [proven] types selected by the [United States] Commission and the Com- 
munity, having a total installed capacity of approximately one million kilowatts 
of electricity in operation by December 31, 1968, except for two reactors which 
may be selected to be in operation by December 31, 1965. 

Sec. 3. There is hereby authorized to be appropriated to the Atomic Energy 
Commission, in accordance with the provisions of section 261 (a) (2) of the 
Atomic Energy Act of 1954, as amended, the sum of [$50,000,000 for use in a 
prograta] $3,000,000 as an initial authorization for Fiscal Year 1959 for use in 
a large scale joint program of research and development in connection with the 
types of reactors selected by the Commission and the Community under the joint 
program. The [United States] Commission may enter into contracts for such 
periods as it deems necessary, but in no event to exceed five years, for the purpose 
of conducting the research and development program authorized by this section : 
Provided that the Community provides an equivalent amount of $3,000,000 for 
use in the joint program of research and development. 

Sec. 4. [There is hereby authorized to be appropriated to the Atomic Energy 
Commission, in accordance with the provisions of section 261 (a) (2) of the 
Atomic Energy Act of 1954, as amended, the sum of $90,000,000 for use in a 
program] Within the limits of amounts which may hereafter be authorized to be 
appropriated in accordance with the provisions of section 261 (a) (2) of the 
Atomic Energy Act of 1954, as amended, not to exceed the sum of $90,000,000, the 
Atomic Energy Commission is authorized to make contracts designed to assure 
that the charges to an operator, of a reactor constructed under the joint program, 
for fabricating, processing, and transporting fuel will be no greater than would 
result under the fuel fabricating and fuel life guarantees which the Commission 
establishes for such reactor. Within the [limit] limits of such [amount] 
amounts, the Commission is authorized to make contracts under this section, 
without regard to the provisions of sections 3679 and 3709 of the Revised Statutes, 
as amended, for such periods of time as it determines to be necessary: Provided, 
however, That no such contracts may extend for a period longer than that neces- 
sary to cover fuel loaded into a reactor constructed under the joint program 
during the first ten years of the reactor operation or prior to December 31, 1973, 
(or December 31, 1975 for up to two reactors selected under sec. 2 (b)) which- 
ever is earlier. Jn establishing criteria for the selection of projects and in enter- 
ing into such contracts the Commission shall be guided by the following 
principles: 

1. The Commission shall encourage a healthy and competitive atomic 
equipment manufacturing industry in the United States designed to provide 
diversified sources of supply for reactor parts and reactor fuel elements 
under the joint program; 
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2. The guarantee shall be consistent with the terms of Attachment A to 
the Memorandum of Understanding between the Government of the United 
States and the Community, as adjusted by more definitive determinations 
and experience ; 

3. Minimum guarantees by the manufacturer of fuel element cost and life 
shall be established for each project as a basis for obtaining bids or evalu- 
ating proposals or projects ; 

4. The guarantee by the manufacturer shall be no less than any other 
guarantee offered by the manufacturer for any comparable fuel element in 
a reasonable time period ; 

5. As to any patents on inventions made by the manufacturer on fuel 
elements covered by the Commission’s guarantee, the Commission. shall ob- 
tain as a@ minimum a royalty-free, non-exclusive, irrevocable license for 
governmental purposes. 

Sec. 5. Pursuant to the provisions of section 54 of the Atomic Energy Act of 
1954, as amended, there is hereby authorized for [distribution] sale to the Com- 
munity : 

Thirty thousand kilograms of Contained U-235 

One kilogram of Pu 
in accordance with the provisions of an agreement for cooperation between the 
Government of the United States and the Community entered into pursuant to 
the provisions of section 123 of the Atomic Energy Act of 1954, as amended: 
Provided, That the Government of the United States obtains the equivalent of a 
jirst lien on any such material sold to the Community for which payment is not 
made in full at the time of transfer. 

Sec. 6. Delete. 

Sec. 7. (a) The Atomic Energy Commission is authorized to purchase or other- 
wise acquire from the Community special nuclear material or any interest therein 
from reactors constructed under the joint program in accordance with the terms 
of an agreement for cooperation entered into pursuant to the provisions of sec- 
tion 123 of the Atomic Energy Act of 1954, as amended: Provided, That neither 
plutonium nor uranium 233 nor any interest therein shall be acquired under this 
section in excess of the total quantities authorized by law. The Commission is 
hereby authorized to acquire from the Community pursuant to this section up to 
four thousand one hundred kilograms of plutonium for use only for peaceful 
purposes. 

(b) No change. 

(c) No change. 

(d) No change. 

(e) No change. 

(f) Delete. 

Sec. 8. Delete. 

Sec. 9. The Government of the United States of America shall be indemnified 
and held harmless by the Community for any damages or public liability arising 
out of or resulting from any incident occurring in connection with the construc- 
tion, operation, or transportation of any reactor, reactor part, or fuel element 
constructed under the joint program or resulting from information, materials, 
equipment or supplies furnished to the Community under the joint program: 
Provided, however, That nothing in this section shall deprive any person of any 
rights provided for under section 170 of the Atomic Energy Act of 1954, as 
amended. 


Atomic ENERGY COMMISSION, 
Washington, D. C., August 11, 1958. 
Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. DurRHAM: Late last Friday afternoon, August 8, your staff furnished 
us with a copy of possible revisions to H. R. 13119 and S. 4047, the draft bill 
being considered by the Joint Committee on Atomic Energy in connection with 
the proposed joint program with the European Atomic Energy Community. This 
letter will constitute the Commission’s comments on the proposed revisions. 

1. The change of title of the bill is acceptable. 

2. The addition in the sixth to ninth lines on the first page of the proposed 
revisions is acceptable. 
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3. The substitution of “Commission” for “United States” in the 11th line and 
in the 21st line is acceptable. 

4. We suggest the addition of the words “as a goal” after “having” in the 
11th line. 

5. We suggest the deletion of the words “in operation” in the 12th line as 
unnecessarily repetitious. 

6. The deletion of the word “proven” in the 10th line, and the addition of 
the clause “in operation by December 31, 1963, except for two reactors which 
may be selected to be in operation by December 31, 1965,” indicate a slight 
change in concept but an acceptable one. 


= 


7. The change of language, in the 17th to 19th lines of the first page is 
acceptable. 

8. The addition of the proviso in the 24th and 25th lines is acceptable. 

9. The substitution of the language in the fourth to seventh lines on page 2 for 
the language previously in the first to fourth lines is acceptable. 

10. The change of the singular nouns to the plurals in the 12th line of the 2d 
page is a necessary consequence of the change referred to in paragraph 9 above. 

11. The ist, 2d, 4th, and 5th criteria stated between the 23d line on page 
2 and the 10th line on page 3 are acceptable except that the word “favorable” 
should be inserted between “less” and “than” in the 4th line on page 3. We point 
out that the third criterion stated in the first 3 lines on the third page is included 
within the second criterion stated in the last 3 lines on page 2. If, however, it 
is felt necessary to state specifically the substance of the third criterion, we 
suggest that the language of attachment A to the memorandum of understand- 
ing be followed precisely, and we specifically suggest the following substitution 
for the third criterion: 

“The criteria under which proposals will be evaluated for acceptance will 
include minimum standards for fabrication charge and integrity guarantee 
for fuel elements.” 

12. The addition of the phrase on the 19th line on page 2 follows necessarily 
from the change referred to in paragraph 6 above. 

13. In the 21st line we suggest the substitution of “guarantee” for “such,” 
since “such” does not refer to anything. 

14. The substitution of “sale” for “distribution” in the 12th line of page 3 
is acceptable, but I still think that the use of the word “distribution” is more 
consistent with other parts of the Atomic Energy Act than is the word “sale.” 
If “sale” is retained, however, the words “or lease” should be added to the 12th 
line so that it reads “sale or lease.” 

15. The changes in the 14th and 15th lines on page three are acceptable. 

16. The proviso set forth in the 19th to 21st lines on page 3 is acceptable. 

17. The deletion of section 6 is acceptable on the assumption that the Omnibus 
bill will become law. 

18. The addition of the phrase in the 25th line on page 3 is acceptable. 

19. The deletion of section 7 (f) is acceptable. 

20. The deletion of section 8 is acceptable. 

21. We suggest that the opening words of the new section 9 in the 13th line on 
page 4 be changed to “no liability shall accrue to the Government of the United 
States of America for any damages or public liability * * *,” or else to “the 
Government of the United States of America shall not be liable for any damages 
or public liability * * *,” or “there shall be no liability on the part of the Gov- 
ernment of the United States of America for any damages or public liability 
** *” This suggestion is based on the opinion that it is better to disclaim the 
Government’s liability than to provide for a system of indemnification and hold- 
ing harmless, with the eventual results from either approach being the same. 
It is our belief that the simpler is preferable. 

22. We suggest the deletion of the phrase “to the Community” in the 18th and 
19th lines on page 4 as being restrictive of our disclaimer. We feel there should 
be no liability no matter to whom the enumerated items are furnished. 

23. The resolution ratifying the section 124 agreement is generally acceptable, 
but we feel that the last sentence of it should be deleted. In the first place, this 
sentence is surplusage because the resolution clearly ratifies only the interna- 
tional arrangement. In the second place, going out of our way to negative ap- 
proval of any other agreement has a negative connotation that impresses us as 
unfortunate. If the Joint Committee believes it essential to make the point that 
it has not passed upon any agreements other than the section 124 agreement, it is 
our belief it could do so in the committee report with equal effectiveness and 
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without adverse consequences that accompany expressing it in the resolution. 
Finally, if the committee decides it must leave this last sentence in the resolution, 
then we suggest the deletion of the words “the memorandum of understanding, 
or” so that all the agreements are treated equally and the memorandum of un- 
derstanding is not spotlighted. 
Respectfully yours, 
JouHN F. FLopere, Commissioner. 


DEPARTMENT OF STATE, 
Washington, August 12, 1958, 
Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Deak Mr. DurHAM: The Department has carefully reviewed the suggested 
changes which have been worked out over the last several days in the proposed 
act for cooperation with Euratom, including the changes which were considered 
in the meeting of officers from this Department and the Atomic Energy Com- 
mission with the staff of the Joint Committee on August 11. Passage of this 
modified bill, in company with congressional approval of the simple international 
agreement, in the Department’s opinion, would be the minimum legislative action 
required to insure that the program can proceed and which would maintain the 
present momentum in Europe. The present version of the draft bill, which has 
been revised to limit the degree of United States commitment to the program and 
contains provisions insuring subsequent review by the Congress of the program 
as it proceeds, would, nonetheless, indicate to the Europeans that the Congress 
has endorsed the substance of the joint program. 

As Mr. Dillon testified, it is the Department’s considered judgment that pas- 
sage of the simple international agreement will not be sufficient assurance to the 

Nuropeans of United States intention to proceed with the program; nor can we 
necessarily expect that in the absence of congressional action on the substance of 
the program the United States can reactivate it next year. I should also like to 
point out that the final sentence of the draft resolution, which is essentially a dis- 
claimer by the Congress of the various documents which were worked out be- 
tween the executive branch of this Government and Euratom authorities would, 
I feel, reduce the otherwise favorable political effect in Europe of the action. 
However, if this resolution is accompanied by the proposed legislation then con- 
gressional action on the legislation would moderate the otherwise adverse effect 
of this disclaimer. 

May I urge again the great importance the Department attaches to action by 
the Congress on the United States-Euratom program prior to adjournment. I un- 
derstand there has been the most thorough consideration of the various facets of 
the program in the course of some 2 weeks of hearings and that the nongovern- 
mental witnesses were unanimously in favor of this important joint effort. 

Most sincerely, 
CHRISTIAN L. HERTER, 
Acting Secretary. 


(The following telegram was sent by the Joint Committee to nine 
firms engaged in fuel-element fabrication soliciting their views on 
costs and life-performance guaranties proposed under the Euratom 
arrangements. The replies to the telegram were considered by the 
committee but due to the fact that they contained “Company Con- 
fidential Information” they have not been included in the public 


record :) 
Joint COMMITTEE ON ATOMIC ENERGY, 


Washington, D. C., August 8, 1958. 


Joint Committee on Atomic Energy, in consideration of pending Euratom legis- 
lation, would appreciate expression of your views on the fuel fabrication costs 
and life-performance guaranties proposed under Euratom arrangements. See 
attachment A to memo of understanding at page 19 of committee print of July 
1958. Specifically, answers to the following questions would be appreciated. 
Assuming fuel element operating conditions of advanced pressurized water, 
boiling water, and organic moderated reactor designs are used: (1) What is 
the maximum performance life in MWD/T and minimum fabrication cost your 
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firm would guarantee under the program? (2) What do you estimate the 
obligations of the Government would be for fuel-cycle guaranties in the 10-year 
period of the Euratom program based on your fabrication and life guaranties 
per reactor? This information is being requested from all actual fuel element 
manufacturers in order to permit the committee to evaluate the actual liability 
which might accrue to the Government on the 1 million kilowatt program for 
fuel-cycle guaranties. Such information as you may be able to furnish the 
committee would be appreciated by noon, August 11. 
Car T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Room F-88, Capitol Building. 


(Whereupon, at 4 p. m., Wednesday, August 8, 1958, the Joint Com- 
mittee adjourned and proceeded to other business. ) 


(Eprror’s Norr.—Due to tight printing schedule requirements for 
part I of the hearings, a correlation of transcript page numbers with 
those of the printed hearings in a letter from Commissioner Floberg to 
Chairman Durham, dated July 29, 1958 (pp. 247-248), was not in- 


cluded in part I. A correlation of the above-mentioned page numbers 
follows :) 


Paragraph beginning “On pages 249, 271, and 337” (printed hear- 
ings, pp. 173, 182, and 212). 

Paragraph beginning “On page 344” (printed hearings, p. 215). 

Paragraph beginning “On page 180” (printed hearings, p. 140, line 
37). 

Paragraph beginning “On page 183” (printed hearings, p. 142, 
line 6). 


Paragraph beginning “On page 185” (printed hearings, p. 142, 
line 36). 


Paragraph beginning “On page 195” (printed hearings, p. 148, 
line 33). 

Paragraph beginning “On page 238” (printed hearings, p. 168, 
line 50). ; 

Paragraph beginning “On page 333” (printed hearings, p. 208, 


line 32). 
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